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27. The Criminal Law, except the Constitution of 
Courts of Criminal Jurisdiction, but including the 
Procedure in Criminal Matters. 


28. The Establishment, Maintenance, and Management 
of Penitentiaries. 

29. Such Classes of Subjects as are expressly excepted 
in the Enumeration of the Classes of Subjects by 
this Act assigned exclusively to the Legislatures of 
the Provinces. | 


And any Matter coming within any of the Classes of 
Subjects enumerated in this Section shall not be deemed to 
come within the Class of Matters of a local or private Nature 
comprised in the Enumeration of the Classes of Subjects by 
this Act assigned exclusively to the Legislatures of the Prov- 
inces. (42) 


(42) Legislative authority has been conferred on Parliament by other Acts as follows: 
1. The British North America Act, 187], 34-35 Vict., c. 28 (ULK.). 


2. The Parliament of Canada, may from time to time establish new Provinces in 
any territories forming for the time being part of the Dominion of Canada, but not 
included in any Province thereof, and may, at the time of such establishment, make 
provision for the constitution and administration of any such Province, and for the 
passing of laws for the peace, order, and good government of such Province, and for 
its representation tn the said Parliament. 


3. The Parliament of Canada may from time to time, with the consent of the 
Legislature of any Province of the said Dominion, increase, diminish, or otherwise 
alter the limits of such Province, upon such terms and conditions as may be agreed to 
by the suid Legisizture, and may, with the like consent, make provision respecting 
the effect and operation of any such increase of diminution or alteration of territory 
in relation to any Province affected thereby. 

4. The Parliament of Canada may from time to time make provision for the 
administration peace, order, and good government of any territory not for the time 
being included in any Provinec. 

5. The following Acts passed by the said Parliament of Canada, and intituled 
respectively,— “An Act for the temporary government of Rupert's Land and the 
North Western Territory when united with Canada”; and “An Act to amend and 
continue the Act thirty-two and thirty-three Victoria, chapter three, and to establish 
and provide for the government of “the Province of Manitoba.” shall be and be 
deemed to have been valid and effectual for all purposes whatsoever from the date at 
which they respectively received the assent, in the Queen's name, of the Governor 
General of the said Dominion of Canada. 

6. Except as provided by the third section of this Act, it shall not be competent 
for the Parliament of Canada to alter the provisions of the last-mentioned Act of the 
said Parliament in so far as it relates to the Province of Manitoba, or of any other 
Act hereafter estadi shing new Provinces in the said Dominion, subject always to the 
right of the Legislaiure of the Province of Manitoba to alter from time to time the 
provisions of any law respecting the qualification of electors and members of the 
Legislative Assembly, and to make laws respecting elections in the said Province. 


The Rupert's Land Act 1868, 31-32 Vict., ¢. 105 (U.K.) (repealed by the Statute Law Revision 
Act, 1893, 56-57 Vict.. c. 14 (U.K.)) had previously conferred similar authority in relation to 
Rupert's Land and the North-Western Territory upon admission of those areas. 

2. The British North -imerica Act, 1886, 49-50 Viet., c. 35, (U.K.). 


4. The Parliament of Canada may from time to time make provision for the 
representation in the Senate and House of Commons of Canada, or in either of them, 
of any territories which for the time being form part of the Dominion of Canada, but 
are not included in any province thereof. 


3. The Statute of Westminster, 1931, 22 Geo. V, c. 4,(U.K.). 


3. It is hereby declared and enacted that the Parliament of a Dominion has full 
power to make laws having extra-territorial operation. 
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Exclusive Powers of Provincial Legislatures. 


92. In cach Province the Legislature may exclusively 
make Laws in relation to Matters coming within the Classes 
of Subject next hercin-after enumerated; that is to say,— 


1. The Amendment from Time to Time, notwithstanding 


te 


anything in this Act, of the Constitution of the Prov- 
ince, except as regards the Office of Licutenant 
Governor, 

Dircct Taxation within the Province in order to the 
raising of a Revenue for Provincial Purposcs. 

The borrowing of Moncey on the sole Credit of the 
Province. 

The Establishment and Tenure of Provincial Offices 
and the Appointment and Payment of Provincial 
Officers. 

The Management and Sale of the Public Lands belong- 
ing to the Province and of the Timber and Wood 
thereon. 

The Establishment, Maintenance, and Management of 
Public and Reformatory Prisons in and for the 
Province. 

The Establishment, Maintenance, and Management of 
Hospitals, Asylums, Charities, and Elecmosynary 
Institutions in and for the Province, other than Marine 
Hospitals. 

Municipal Institutions in the Province. 

Shop, Saloon, Tavern, Auctioneer, and other Licences 
in order to the raising of a Revenue for Provincial, 
Local, or Municipal Purposes. 


. Local Works and Undertakings other than such as are 


of the following Classes:— 

(a) Lines of Steam or other Ships, Railways, Canals, 
Telegraphs, and other Works and Undertakings 
connecting the Province with any other or others of 
the Provinces, or extending beyond the Limits of 
the Province; 

(6) Lines of Steam Ships between the Province and 
any British or Foreign Country; 

(c) Such Works as, although wholly situate within the 
Province, are before or after their Execution 
declared by the Parliament of Canada to be for the 
general Advantage of Canada or for the Advan- 
tage of Two or more of the Provinces. 


11. The Incorporation of Companies with Provincial 


Objects. 


12. The Solemnization of Marriage in the Province. 
13. Property and Civil Rights in the Province. 


Subjects of 
exclusive 
Provincial 
Legislation. 
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14. The Administration of Justice in the Province, includ- 
ing the Constitution, Maintenance, and Organization 
of Provincial Courts, both of Civil and of Criminal 
Jurisdiction, and including Procedure in Civil Matters 
in those Courts. 

15. The Imposition of Punishment by Fine, Penalty, or 
Imprisonment for enforcing any Law of the Province 
made in relation to any Matter coming within any of 
the Classes of Subjects cnumerated in this Section. 


16. Generally all Matters of a merely local or private 
Nature in the Province. 


Education. 
Legislation 93. In and for each Province the Legislature may exclu- 
Paice sively make Laws in relation to Education, subject and 


(1) 


(2) 


(3) 


(4) 


according to the following Provisions:— 


Nothing in any such Law shall prejudicially affect 
any Right or Privilege with respect to Denomination- 
al Schools which any Class of Persons have by Law 
in the Province at the Union: 


All the Powers, Privileges, and Duties at the Union 
by Law conferred and imposed in Upper Canada on 
the Separate Schools and School Trustees of the 
Queen’s Roman Catholic Subjects shall be and the 
same are hereby extended to the Dissentient Schools 
of the Queen's Protestant and Roman Catholic Sub- 
jects in Quebec: 


Where in any Province a System of Separate or 
Dissentient Schools exists by Law at the Union or is 
thereafter established by the Legislature of the Prov- 
ince, an Appeal shall lie to the Governor General in 
Council from any Act or Decision of any Provincial 
Authority affecting any Right or Privilege of the 
Protestant or Roman Catholic Minority of the 
Qucen’s Subjects in relation to Education: 


In case any such Provincial Law as from Time to 
Time seems to the Governor General in Council 
requisite for the due Execution of the Provisions of 
this Section is not made, or in case any Decision of 
the Governor General in Council on any Appeal 
under this Section is not duly executed by the proper 
Provincial Authority in that Behalf, then and in every 
such Case, and as far only as the Circumstances of 
each Case require, the Parliament of Canada may 
make remedial Laws for the due Execution of the 
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Provisions of this Section and of any Decision of the 
Governor General in Council under this Section. (43) 


Uniformity of Laws in Ontario, Nova Scotia and New 
Brunswick. 
94. Notwithstanding anything in this Act, the Parliament Legislation for 


Uniformity of 


of Canada may make Provision for the Uniformity of all or taws in Three 


Provinces. 


(43) Altered for Manitoba by section 22 of the Manitoba Act, 33 Vict., c. 3 (Canada), 
(confirmed by the British North America Aci, 187]), which reads as follows: 


22. In and for the Province, the said Legislature may exclusively make Laws in 
relation to Education, subject and according to the following provisions: — 


(1) Nothing in any such Law shall prejudicially affect any right or privilege with 
tespect to Denominational Schools which any class of persons have by Law or 
practice in the Province at the Union: 


(2) An appeal shall lie to the Governor General in Council from any Act or 
decision of the Legislature of the Province, or of any Provincial Authority, affecting 
any right or privilege, of the Protestant or Roman Catholic minority of the Queen's 
subjects in relation to Education: 


(3) In case any such Provincial Law, as from time to time seems to the Governor 
General in Council requisite for the due execution of the provisions of this section, is 
not made, or in case any decision of the Governor General in Council on any appeal 
under this section is not duly executed by the proper Provincial Authority in that 
behalf, then, and in cvery such case, and as far only as the circumstances of cach 
case require, the Parliament of Canada may make remedial Laws for the due 
execution of the provisions of this section, and of any decision of the Governor 
General in Council under this section. 


Altered for Alberta by section 17 of The Alberta Act, 4-5 Edw. VII, c. 3 which reads as follows: 


17. Section 93 of The British North America Act, 1867, shall apply to the said 
province, with the substitution for paragraph (1) of the said section 93 of the 
following paragraph:— 

(1) Nothing in any such law shall prejudicially affect any right or privilege with 
respect to separate schools which any class of persons have at the date of the passing 
of this Act, under the terms of chapters 29 and 30 of the Ordinances of the 
Northwest Territories, passed in the year 1901, or with respect to religious instruc- 
tion in any public or separate school as provided for in the said ordinances. 


2. In the appropriation by the Legislature or distribution by the Government of 
the province of any moneys for the support of schools organized and curried on in 
accordance with the said chapier 29 or any Act passed in amendment thercof, or in 
substitution therefor, there shall be no discrimination against schools of any class 
described in the said chapter 29. 


3. Where the expression “by law” is employed in paragraph 3 of the said section 
93, it shall be held to mean the law as set out in the said chapters 29 and 30, and 
where the expression ‘at the Union" is employed, in the said paragraph 3, it shall be 
held to mean the date at which this Act comes into force. 


Altered for Saskatchewan by section 17 of The Saskatchewan Act, 4-5 Edw. VII, c. 42, which 
reads as follows: 

17, Section 93 of the British North America Act, 1867, shall apply to the said 
province, with the substitution for paragraph (1) of the said section 93, of the 
following paragraph:— 

(1) Nothing in any such law shall prejudicially affect any right or privilege with 
respect to separate schools which any class of persons have at the date of the passing 
of this Act, under the terms of chapters 29 and 30 of the Ordinances of the 
Northwest Territories, passed in the year 1901, or with respect to religious instruc- 
tion in any public or separate school as provided for in the said ordinances. 


2. In the appropriation by the Legislature or distribution by the Government of 
the province of any moneys for the support of schools organized and carried on in 
accordance with the said chapter 29, or any Act passed in amendment thereof or in 
substitution therefor, there shall be no discrimination against schools of any class 
described in the said chapter 29. 


3. Where the expression “by law’ is employed in paragraph (3) of the said 
section 93, it shall be held to mean the law as set out in the said chapters 29 and 30; 
and where the expression “at the Union” is employed in the said paragraph (3), it 
shall be held to mean the date at which this Act comes into force. 
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any of the Laws relative to Property and Civil Rights in 
Ontario, Nova Scotia, and New Brunswick, and of the Proce- 
dure of all or any of the Courts in Those Three Provinces, 
and from and after the passing of any Act in that Behalf the 
Power of the Parliament of Canada to make Laws in relation 
to any Matter comprised in any such Act shall, notwithstand- 
ing anything in this Act, be unrestricted: but any Act of the 
Parliament of Canada making Provision for such Uniformity 
shall not have effect in any Province unless and until it is 
adopted and enacted as Law by the Legislature thereof. 


Old Age Pensions. 


94A. The Parliament of Canada may make laws in rela- 
tion to old age pensions and supplementary benefits, includ- 
ing survivors’ and disability benefits irrespective of age, but 
no such law shall affect the operation of any law present or 
future of a provincial legislature in relation to any such 
matter. (44) 


Agriculture and Immigration. 


95. In cach Province the Legislature may make Laws in 
relation to Agriculture in the Province, and to Immigration 
into the Province; and it is hereby declared that the Parlia- 
ment of Canada may from Time to Time make Laws in 
relation to Agriculture in.all or any of the Provinces, and to 
Immigration into all or any of the Provinces; and any Law of 
the Legislature of a Province relative to Agriculture or to 
Immigration shall have effect in and for the Province as long 
and as far only as it is not repugnant to any Act of the 
Parliament of Canada. 


Altered by Term 17 of the Terms of Union of Newfoundland with Canada (confirmed by the 
British North America Act, 1949, 12-13 Geo. VI,c 22 (UK.)), which reads as follows: 


17. In lieu of section nincty-three of the British North America Act, 1867, the 
following term shall apply in respect of the Province of Newfoundland: 


In and for the Province of Newfoundland the Legislature shall have exclusive 
authority to make laws in relation to education, but the Legislature will not have 
authority to make laws prejudicially affecting any right or privilege with respect to 
denominational schools, common (amalgamated) schools, or denominational col- 
leges, that any class or classes of persons have by law in Newfoundland at the date of 
Union, and out of public funds of the Province of Newfoundland, provided for 
education, 

(a) all such schools shall receive their share of such funds in accordance with 
scales determined on a non-discriminatory basis from time to time by the 
Legislature for all schools then being conducted under authority of the 
Legislature; and 

(b) all such colleges shall receive their share of any grant from time to time 


voted for all colleges then being conducted under authority of the Legisla- 
ture, such grant being distributed on a non-discriminatory basis. 


(44) Added by the British North America Act, 1964, 12-13, Eliz. Il, ¢. 73 (ULK.). Originally 
enacted by the British North America Act, 1951, 14-18 Geo. VI, ¢. 32 (U.K.). as follows: 


94A. It is hereby declared that the Parliament of Canada may from time to time 
make laws in relation to old age pensions in Canada, but ao law made by the 
Parliament of Canada in relation to old age peasions shall affect the operation of any 
law present or future of a Provincial Legislature in relation to old age pensions 
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89. Repealed. (33) 


6.—THE FOUR PROVINCES. 


90. The following Provisions of this Act respecting the 
Parliament of Canada, namely,—the Provisions relating to 
Appropriation and Tax Bills, the Recommendation of Moncy 
Votes, the Assent to Bills, the Disallowance of Acts, and the 
Signification of Pleasure on Bills reserved,—shall extend and 
apply to the Legislatures of the several Provinces as if those 
Provisions were here re-enacted and made applicable in 
Terms to the respective Provinces and the Legislatures there- 
of, with the Substitution of the Licutenant Governor of the 
Province for the Governor General, of the Governor General 
for the Queen and for a Secretary of State, of One Year for 
Two Years, and of the Province for Canada. 


V1.— DISTRIBUTION OF LEGISLATIVE POWERS. 


Powers of the Parliament. 


91. It shall be lawful for the Queen, by and with the 
Advice and Consent of the Senate and House of Commons, to 
make Laws for the Peace, Order, and good Government of 
Canada, in relation to all Matters not coming within the 
Classes of Subjects by this Act assigned exclusively to the 
Legislatures of the Provinces; and for greater Certainty, but 
not so as to restrict the Generality of the foregoing Terms of 
this Section, it is hereby declared that (notwithstanding 
anything in this Act) the exclusive Legislative Authority of 
the Parliament of Canada extends to all Matters coming 
within the Classes of Subjects next herein-after enumerated: 
that is to say, 

1. The amendment from time to time of the Constitu- 
tion of Canada, except as regards matters coming within 
the classes of subjects by this Act assigned exclusively to 
the Legislatures of the provinces, or as regards rights or 
privileges by this or any other Constitutional Act grant- 
ed or secured to the Legislature or the Government of a 
province, or to any class of persons with respect to 


(38) Repealed by the Statute Law Revision Act, 1893, $6-S7 Vict.. ¢. 14 (ULK.). The section 


read as follows: 


§. ONTARIO, OLE BEC, AND NOVA SCOTIA. 


89. Each of the Lieutenant Governors of Ontario, Quebec and Nova Scotia shall 
cause Writs to be cssued for the First: Election of Members of the Eepgitiuve 
Assembly thercot in such Form and by such Person ay he thinks tit, and at such 
Time and addressed tu such Returning Officer as the Governor General directs, and 
so that the First Election of Member of Assembly for any Electoral District or any 
Subdivision thereof shall be held at the same Time and at the same Places as the 
Election for a Member to serve in the House of Commons of Canada for the 
Electoral District 


fas 


schools or as regards the use of the English or the French 
language or as regards the requirements that there shall 
be a session of the Parliament of Canada at least once 
cach year, and that no House of Commons shall continue 
for more than five years from the day of the return of the 
Writs for choosing the House: provided, however, that a 
House of Commons may in time of real or apprehended 
war, Invasion or insurrection be continued by the Parlia- 
ment of Canada if such continuation is not opposed by 
the votes of more than one-third of the members of such 
House. (39) 


1A. The Public Debt and Property. (40) 

2. The Regulation of Trade and Commerce. 

2A. Unemployment insurance. (41) 

3. The raising of Money by any Mode or System of 

Taxation. 

The borrowing of Moncy on the Public Credit. 

Postal Service. 

The Census and Statistics. 

Militia, Military and Naval Service, and Defence. 

The fixing of and providing for the Salaries and 

Allowances of Civil and other Officers of the Gov- 

ernment of Canada. 

9. Beacons, Buoys. Lighthouses, and Sable Island. 

10. Navigation and Shipping. 

11. Quarantine and the Establishment and Mainte- 
nance of Marine Hospitals. 

12. Sea Coast and Inland Fisheries. 

13. Ferries between a Province and any British or For- 
eign Country or between Two Provinces. 

14. Currency and Coinage. 

15. Banking, Incorporation of Banks, and the Issue of 
Paper Money. . 

16. Savings Banks. 

17. Weights and Measures. 

18. Bills of Exchange and Promissory Notcs. 

19. Interest. 

OO Leen Tender 

21. Bankruptcy and Insolvency. 

22. Patents of Invention and Discovery. 

23. Copyrights. 

24. Indians, and Lands reserved for the Indians. 

25. Naturalization and Aliens. 

26. Marriage and Divorce. 


(39) Added by the British North America (No, 2) Act, 1999, 13 Geo. Vi, ce. 8E (ULK.). 


(40) Re numbered by the British North America (No 2) tet, 1949 
(41) Added by the British North America Act, 1940, 3-4 Geo. Vi, ce. 30 (UCR). 
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27. The Criminal Law, except the Constitution of 
Courts of Criminal Jurisdiction, but including the 
Procedure in Criminal Matters. 

28. The Establishment, Maintenance, and Management 
of Penitentiaries. 

29. Such Classes of Subjects as are expressly excepted 
in the Enumeration of the Classes of Subjects by 
this Act assigned exclusively to the Legislatures of 
the Provinces. . 


And any Matter coming within any of the Classes of 
Subjects enumerated in this Section shall not be deemed to 
come within the Class of Matters of a local or private Nature 
comprised in the Enumeration of the Classes of Subjects by 
this Act assigned exclusively to the Legislatures of the Prov- 
inces, (42) 


(42) Legislative authority has been conferred on Parliament by other Acts as follows: 
1. The British North America Act, 1871), 34-35 Vict. ¢. 28 (ULK.). 


2. The Parliament of Canada, may from time to time establish new Provinces in 
any territories forming for the time being part of the Dominion of Canada, but not 
included in any Provinee thereof, and may, at the time of such establishment, make 
provision for the coastitution and administration of any such Province, and for the 
passing of laws for the peace, order, and good government of such Province, and for 
its representation in the said Parliament. 


3. The Parhament of Canada may from time to time, with the consent of the 
Legislature of any Province of the satd Dominion, inerease, diminish, or otherwise 
alter the limits of such Province, upon such terms and conditions as may be agreed to 
by the said Legisizture, and may, with the like consent, make provision respecting 
the effect and operation of any such increase or diminution of alteration of territory 
in relation to any Province affected thereby. 

4. The Parliament of Canada may from time to time make provision for the 
administration peace, order, and good government of any territory not for the time 
being included in any Provinece. 

5. The following Acts passed by the said Parliament of Canada, and intituled 
respectively,— “An Act for the temporary government of Rupert's Land and the 
North Western Territory when united with Canada’; and “An Act to amend and 
continue the Act thirty-two and thirty-three Victoria, chapter three, and to establish 
and provide for tre government of “the Province of Manitoba.” shall be and be 
deemed to have been valid and effectual for all purposes whatsoever from the date at 
which they respectively received the assent, in the Queen's name, of the Governor 
General of the said Dominion of Canada. 


6. Except as provided by the third section of this Act, it shall not be competent 
for the Parliament of Canada to alter the provisions of the last-mentioned Act of the 
said Parliament in so far as it relates to the Province of Manitoba, or of any other 
Act hereafter estadi shing new Provinces in the said Dominion, subject always to the 
right of the Legislaiure of the Province of Manitoba to alter from time to time the 
provisions of any law respecting the qualification of electors and members of the 
Legislative Assembly, and to make laws respecting elections in the said Province. 


The Rupert's Land Act 1868, 31-32 Vict. c. 108 (U.K.) (repealed by the Statute Law Revision — 
Act, 1893, 56-57 Vict.. c. 14 (U.K.)) had previously conferred similar authority in relation to 
Rupert's Land and the North-Western Territory upon admission of those areas. 

2. The Britivh North America Act, 1886, 49-80 Viet., ¢. 35, (U.K.). 

1. The Parliament of Canada may from time to time make provision for the 
i representation in the Senate and House of Commons of Canada, or in either of them, 


of any territories which for the time being form part of the Dominion of Canada, but 
are not included in any province thereof. 


3. The Statute of Westminster, 1931, 22 Geo. V, c. 4, (U.K.). 


3. tis hereby declared and enacted that the Parliament of a Dominion has full 
power to make laws having extra-territorial operation. 


27 


Exclusive Powers of Provincial Legislatures. 


92. In cach Province the Legislature may exclusively 
make Laws in relation to Matters coming within the Classes 
of Subject next herein-after enumerated; that is to say,— 


Li 


N 


10. 


The Amendment from Time to Time, notwithstanding 
anything in this Act, of the Constitution of the Prov- 
ince, except as regards the Office of Lieutenant 
Governor. 

Direct Taxation within the Province in order to the 

raising of a Revenue for Provincial Purposcs. 

The borrowing of Moncy on the sole Credit of the 

Province. 

The Establishment and Tenure of Provincial Offices 

and the Appointment and Payment of Provincial 

Officers. 

The Management and Sale of the Public Lands belong- 

ing to the Province and of the Timber and Wood 

thereon. 

The Establishment, Maintenance, and Management of 

Public and Reformatory Prisons in and for the 

Province. 

The Establishment, Maintenance, and Management of 

Hospitals, Asylums, Charities, and Eleemosynary 

Institutions in and for the Province, other than Marine 

Hospitals. 

Municipal Institutions in the Province. 

Shop, Saloon, Tavern, Auctioneer, and other Licences 

in order to the raising of a Revenue for Provincial, 

Local, or Municipal Purposes. 

Local Works and Undertakings other than such as are 

of the following Classes: — 

(a) Lines of Steam or other Ships, Railways, Canals, 
Telcgraphs, and other Works and Undertakings 
connecting the Province with any other or others of 
the Provinces, or extending beyond the Limits of 
the Province: 

(6) Lines of Steam Ships between the Province and 
any British or Foreign Country; 

(c) Such Works as, although wholly situate within the 
Province, sare. belogeonmeallenticire Execution 
declared by the Parliament of Canada to be for the 
general Advantage of Canada or for the Advan- 
tage of Two or more of the Provinces. 


1. The Incorporation of Companies with Provincial 


2) 
3. 


Objects. 
The Solemnization of Marriage in the Province. 
Property and Civil Rights in the Province. 


Subjects of 
exclusive 
Provincial 
Legislation. 
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14. The Administration of Justice in the Province, includ- 
ing the Constitution, Maintenance, and Organization 
of Provincial Courts, both of Civil and of Criminal 
Jurisdiction, and including Procedure in Civil Matters 
in those Courts. 


15. The Imposition of Punishment by Fine, Penalty, or 
Imprisonment for enforcing any Law of the Province 
made in relation to any Matter coming within any of 
the Classes of Subjects enumerated in this Section. 


16. Generally all Matters of a merely local or private 
Nature in the Province. 


Education. 
Legislation 93. In and for each Province the Legislature may exclu- 
dcctine sively make Laws in relation to Education, subject and 


according to the following Provisions:— 


(1) 


(2) 


(3) 


(4) 


Nothing in any such Law shall prejudicially affect 
any Right or Privilege with respect to Denomination- 
al Schools which any Class of Persons have by Law 
in the Province at the Union: 


All the Powers, Privileges, and Duties at the Union 
by Law conferred and imposed in Upper Canada on 
the Separate Schools and School Trustees of the 
Qucen’s Roman Catholic Subjects shall be and the 
same are hereby extended to the Dissentient Schools 
of the Queen's Protestant and Roman Catholic Sub- 
jects in Quebec: 


Where in any Province a System of Separate or 
Dissentient Schools exists by Law at the Union or is 
thereafter established by the Legislature of the Prov- 
ince, an Appeal shall lie to the Governor General in 
Council from any Act or Decision of any Provincial 
Authority affecting any Right or Privilege of the 
Protestant or Roman Catholic Minority of the 
Qucen’s Subjects in relation to Education: 


In case any such Provincial Law as from Time to 
Time seems to the Governor General in Council 
requisite for the due Execution of the Provisions of 
this Section is not made, or in case any Decision of 
the Governor General in Council on any Appeal 
under this Section is not duly executed by the proper 
Provincial Authority in that Behalf, then and in every 
such Case, and as far only as the Circumstances of 
each Case require, the Parliament of Canada may 
mike remedial Laws for the due Exccution of the 
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Provisions of this Section and of any Decision of the 
Governor General in Council under this Section. (43) 


Uniformity of Laws in Ontario, Nova Scotia and New 


Brunswick. 
94. Notwithstanding anything in this Act, the Parliament Legislation for 
of Canada may make Provision for the Uniformity of all or Cawsin Three 
Provinces. 


(43) Altered for Manitoba by section 22 of the Manitoba Act, 33 Vict., ¢. 3 (Canada), 
(confirmed by the British North America Act, 1871), which reads as follows: 


22. In and for the Province, the said Legislature may exclusively make Laws in 
relation to Education, subject and according to the following provisions: — 


(1) Nothing in any such Law shall prejudicially affect any right or privilege with 
respect to Denominational Schools which any class of persons have by Law or 
practice in the Province at the Union: 


(2) An appeal shall lic to the Governor General in Council from any Act or 
decision of the Legislature of the Province, or of any Provincial Authority, affecting 
any right or privilege, of the Protestant or Roman Catholic minority of the Queen's 
subjects in relation to Education: 


(3) In case any such Provincial Law, as from time to time seems to the Governor 
General in Council requisite for the duc execution of the provisions of this section, is 
not made, or in case any decision of the Governor General in Council on any appeal 
under this section is not duly cxccuted by the proper Provincial Authority in that 
behalf, then, and in every such case, and as far only as the circumstances of cach 
case require, the Parliament of Canada may make remedial Laws for the due 
execution of the provisions of this section, and of any decision of the Governor 
General in Council under this section. 


Altered for Alberta by section 17 of The Alberta Act, 4-5 Edw. VII, c. 3 which reads as follows: 


17. Section 93 of The British North America Act, 1867, shall apply to the said 
province, with the substitution for paragraph (1) of the said section 93 of the 
following paragraph:— 

(1) Nothing in any such law shall prejudicially affect any right or privilege with 
respect to separate schools which any class of persons have at the date of the passing 
of this Act, under the terms of chapters 29 and 30 of the Ordinances of the 
Northwest Territories, passed in the year 1901, or with respect to religious instruc- 
tion in any public or separate school as provided for in the said ordinances. 


2. In the appropriation by the Legislature or distribution by the Government of 
the province of any moneys for the support of schools organized and carried on in 
accordance with the said chapter 29 or any Act passed in amendment thereof, or in 
substitution therefor, there shall be no discrimination against schools of any class 
described in the said chapter 29. 


3. Where the expression “by law” is employed in paragraph 3 of the said section 
93, it shall be held to mean the law as set out in the said chapters 29 and 30, and 
where the expression ‘‘at the Union” is employed, in the said paragraph 3, it shall be 
held to mean the date at which this Act comes into force. 


Altered for Saskatchewan by section 17 of The Saskatchewan Act, 4-5 Edw. VII, c. 42, which 
reads as follows: 

17, Section 93 of the British North America Act, 1867, shall apply to the said 
province, with the substitution for paragraph (1) of the said section 93, of the 
following paragraph:— 

(1) Nothing in any such law shall prejudicially affect any right or privilege with 
respect to separate schools which any class of persons have at the date of the passing 
of this Act, under the terms of chapters 29 and 30 of the Ordinances of the 
Northwest Territories, passed in the year 1901, or with respect to religions instruc- 
tion in any public or separate school as provided for in the said ordinances. 


2. In the appropriation by the Legislature or distribution by the Government of 
the province of any moneys for the support of schools organized and carried on in 
accordance with the said chapter 29, or any Act passed in amendment thereof or in 
substitution therefor, there shall be no discrimination against schools of any class 
described in the said chapter 29. 


3. Where the expression “by law’ is employed in paragraph (3) of the said 
section 93, it shall be held to mean the law as sct out in the said chapters 29 and 30; 
and where the expression “at the Union” is employed in the said paragraph (3), it 
shall be held to mean the date at which this Act comes into force. 
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any of the Laws relative to Property and Civil Rights in 
Ontario, Nova Scotia, and New Brunswick, and of the Proce- 
dure of all or any of the Courts in Those Three Provinces, 
and from and after the passing of any Act in that Behalf the 
Power of the Parliament of Canada to make Laws in relation 
to any Matter comprised in any such Act shall, notwithstand- 
ing anything in this Act, be unrestricted; but any Act of the 
Parliament of Canada making Provision for such Uniformity 
shall not have effect in any Province unless and until it is 
adopted and enacted as Law by the Legislature thereof. 


Old Age Pensions. 


94A. The Parliament of Canada may make laws in rela- 
tion to old age pensions and supplementary bencfits, includ- 
ing survivors and disability benefits irrespective of age, but 
no such law shall affect the operation of any law present or 
future of a provincial Icgislature in relation to any such 
matter. (44) 


Agriculture and Immigration. 


95. In cach Province the Legislature may make Laws in 
relation to Agriculture in the Province, and to Immigration 
into the Province: and it is hereby declared that the Parlia- 
ment of Canada may from Time to Time make Laws in 
relation to Agriculture in.all or any of the Provinces, and to 
Immigration into all or any of the Provinces; and any Law of 
the Legislature of a Province relative to Agriculture or to 
Immigration shall have effect in and for the Province as long 
and as far only as it is not repugnant to any Act of the 
Parliament of Canada. 


Altered by Term 17 of the Terms of Union of Newfoundland with Canada (confirmed by the 
British North America Act, 1949, 12-13 Geo. VI, ¢ 22 (UK.)), which reads as follows: 


17. In lieu of section nincty-three of the British North America Act, ER67, the 
following term shall apply in respect of the Province of Newfoundland: 


In and for the Province of Newfoundland the Legislature shall have exclusive 
authority to make laws in relation to education, but the Legislature will not have 
authority to make laws prejudicially affecting any right or privilege with respect to 
denominational schools, common (amalgamated) schools, or denominational col- 
leges, that any class or classes of persons have by law in Newfoundland at the date of 
Union, and out of public funds of the Province of Newfoundland, provided for 
education, 

(a) all such schools shall receive their share of such funds in accordance with 
scales determined on a non-discriminatory basis from time to time by the 
Legislature for all schools then being conducted under authority of the 
Legislature; and 

(6) all such colleges shall receive their share of any grant from time to time 


voted for all colleges then being conducted under authority of the Lepisla- 
ture, such grant being distributed on a non-discriminatory basis. 


(44) Added by the British North America Act, 1964, 12-13, Eliz. Il. ¢. 73 (U.K.). Originally 
enacted by the British North America Act, 1951, 14-18 Geo. Vie. 32 (ULK.), as follows: 


94A. It is hereby declared that the Parliament of Canada may from time to time 
make laws in relation to old age pensions in Canada, but no law mie by the 
Parliament of Carada in relation to old age pensions shall affect the operation of any 
law present or future of a Provincial Legislature in relation to old age pensions 
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THE POWERS OF A PROVINCE 
IN THE CANADIAN FEDERATION 


The powers ofa jprovince depend yupoen 


(a) its own economic and human resources 
(b) the structure of the Canadian federal system 
(c) the way in which the Canadian federal system operates. 


A province's economic and human resources 


No country of any size is free from regional disparities. 
Canada's vast size and language composition inhibit labour 
mobility and therefore the market forces which help to 
equalize. 


Nevertheless, there has been some narrowing of personal 
per capita income disparities between the three richer 
provinces and the other seven. Quebec in recent years 
has been at 90 per cent of the national average. New- 
foundland and New Brunswick have reached about the 65 per 
cent, up,from about.60 per.cent ten, years ago. 


Equalization payments and federal contributions under 
joint programs supplement provincial resources, as do 
the activities of DREE and other federal agencies. 


The structure of the Canadian federal system 


Constitutionally, the provinces have authority over 

matters of a local nature, such as education, hospitals, 
assistance to the needy, highways, municipal organization and 
services, police and the administration of justice. 


Provincial powers with regard to property and civil rights 

have been interpreted very broadly, e.g. with regard to 

certain matters in the economic field such as labour relations, 
insurance and consumer affairs. Quebec has its own Civil Code. 
The federal trade and commerce power has been narrowly interpre- 
ted, compared with the federal interstate commerce power in 

the U.sSe 


Provinces have concurrent jurisdiction (federal paramountcy) 
Over agriculture and immigration. 


Provinces own and regulate the exploitation of natural resources, 


and they have jurisdiction over many aspects of the environment. 


area By 


Provinces have authority over their own constitutions and 
(unlike in the USA) over their voting procedures. However, 
they may not change the Office of Lieutenant-Governor. 


Provinces are consulted with regard to amendments to the 
BNA Act. Quebec has been offered a veto with regard to 
amendments affecting the distribution of powers. 


Provinces have much the same taxing powers as the federal 
government (except customs duties and indirect sales taxes). 
Provinces can and do borrow on foreign markets without nee- 
ding to seek federal authorization. 


The operation of the Canadian federal system 


Canada's Constitution was drawn up shortly after the U.S. 


_Civil War. The intention was to create a strongly centra- 
‘lized system. Partly as the result of judicial interpretation, 


but also because of political factors, Canada's federal system 
is now one of the most decentralized in the world. 


Most provinces (including Quebec) obtain most of their revenues 
from their own taxation. The federal government tranfers about 
one-fifth of its budget to the provinces, in the furm otf equa- 
lization (unconditional, and calculated by an"automatic" formula) 
and contributions to joint programs(which are for the most part 
subject to only general conditions, e.g. of a kind designed to 
ensure "portability" of health benefit entitlements from one 
province to another). 


The federal and provincial-local shares of final public spending 
are now roughly in the ratio 40:60, compared with an almost 
exactly reverse situation 25 years ago. In the United States 
the federal share is higher, whether defence expenditures are 
included or excluded. 


Many U.S. federal grants (all are conditional) go direct to 
municipalities with little or no control by state governments. 
In Canada, intergovernmental transfers go generally speaking 
only to provincial governments, it being acknowledged that 
Munacapal sorgans zation and) Linancing’ are’ strictly provincial. 
Politically, and probably financially, local authorities are 
stronger in the United States vis-a-vis the States, compared 
with the local-provincial relationship in Canada. 


Recent federal policies have sought to secure an appropriate 
place for French-speaking Canadians in the political and eco- 
nomic life of Canada, e.g. official languages legislation, 
federal government recruiting and appointments, French-language 
broadcasting network, etc. 


There are special provisions to give the Government of Quebec 
a direct role in the selection of immigrants. 


tein fad 


The Canadian Constitution and Canadian federalism are flexible, 
e.g. 


- The Quebec Pension Plan exists side by side with the 
Canada Pension Plan 

- Special "opting-out" arrangements wich enable Quebec 
to receive a special abatement from federal personal 
income taxes in respect of taxes levied by Quebec to 
finance hospital insurance etc. 

- Quebec collects its own personal income tax 

- All provincial governments may vary federal family 
allowance payments, and some do (including Quebec). 


summary 


From a constitutional point of view there is much that a pro- 
vincial government may do. The exceptions relate to actions 
that would seriously affect another province, or the functioning 
of the Canadian economic union, from which all provinces draw 
considerable benefits. 


Federal activities have not seriously impinged on provincial 
autonomy. Federal "welfare state" initiatives have for the 
most part been effected through "neutral" cash payments to 
individuals or through joint federal-provincial programs. The 
federal role in joint programs has recently also become relati- 
vely neutral, especially with the advent of the new Established 
Programs Financing Arrangements. 


There has been increasing interdependence between the federal 
and provincial levels and increasing consultation. Federal- 

provincial negotiation parallels in a sense the reconciliation 
of regional differences that takes place in the U.S. Congress. 
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Federal-Provincial Fiscal Arrangements 


and Established Programs Financing Act 


ae Department of Finance Ministere des Finances 
Canada Canada 


Legislation transferring $8.5 billion in cash and taxing power to 
provincial governments was introduced today in the House of Commons by 


Finance Minister Donald S. Macdonald. 


The legislation provides authority in law to implement the federal- 
provincial financial agreements reached by the First Ministers in December, 


as well as a number of related decisions taken more recently. 


The main items contained in the new Federal-Provincial Fiscal Arrangements 


and Established Programs Financing Act, 1977: 


Pare tt - Equalization - Renewal with modifications of the program 
of annual payments to provinces having below-average per 
capita capacity to raise revenues, in order to help them 


provide public services. 


Party i) us Revenue Stabilization - Renewal of the program which 
provides payments to any province if its revenues decline 


due to a downturn in economic activity. 


Part Jil’ & Tax Collection Agreements - Continuation of the central 
system under which the federal government collects free 
of charge personal and corporate income taxes levied by 


provinces which adopt a uniform tax system. 


Part IV - 
Part’ Vv - 
Fartivi - 
ParaVvil f= 
Part VIII - 


Revenue Guarantee - A new year-by-year guarantee to 
protect provinces against any major income tax losses 
arising from personal income tax changes by the federal 


government. 


Undistributed Income on Hand - The provinces continue to 
share the elective tax on the 1971 undistributed income 


of corporations. 


Established Programs Financing - A new system of tax and 


cash transfers replacing the previous cost~sharing 
arrangements for federal contributions to medicare, 
hospital insurance and post-secondary education. The 
legislation also introduces provision for new contributions 


to extended health care services. 


Alternate Payments for Standing Programs - Replacing the 


Established Programs (Interim Arrangements) Act - 


"contracting-out" - under which Quebec received a special 
abatement of 24 personal income tax points for Youth 
Allowances, Special Welfare and Hospital Insurance. 
Because of a general federal tax reduction the abatement 
will be reduced to 16.5 personal income tax points in 
order to have the same net effect, on the Government of 
Quebec and Quebec taxpayers following introduction of the 


new Established Programs Financing. 


Provincial Taxes and Fees (Reciprocal Taxation) - 


Authority is provided for federal-provincial agreements 
whereby provinces pay federal consumption taxes on their 
purchases of goods and the federal government makes 
payments in lieu of provincial consumption taxes and fees 


on its purchases of goods and services. 


Part is Equalization 


Equalization is a program of annual federal payments to provinces that 
are below the national average per capita in their capacity to raise 
revenues from their own sources. In effect, the payments help to 
alleviate regional income disparity and are intended to enable lower- 
income provincial governments to provide services to the public at 
reasonable standards without having to resort to excessive rates of 


taxation. 


The present equalization system of payments is extended with the following 


modifications: 


(1) The present formula, known as the "representative tax system", 


has been redefined to better reflect what the provinces are now 
taxing. This has involved a reclassification of the revenues that 


are equalized so that they fall into 29 groups (referred to as 
"revenue sources") rather than 22 as at present. Among other 
things, this change enables the formula to give separate recognition 
to tobacco taxes, payroll taxes, lotteries and insurance premium 
levies which have become of increasing importance in recent years. 
In addition, numerous changes have been made in the measures of 
fiscal capacity (referred to as "revenue bases") for equalizing the 
29 groups of revenue. The revenue bases are complex and technical; 


they continue to be defined in regulations. 


(2) The treatment of natural resources has been changed. Commencing 


with 1974-75, provincial revenues from natural resources have been 
only partly included in equalization. It is proposed to continue 

to restrict the resource revenues subject to equalization but to do 
so in a more consistent way. At the present time, revenues from 
minerals are equalized in full, while oil and gas revenues are 

split into two parts - "basic" and "additional" - with basic revenues 
equalized in full, and additional revenues (essentially the increase 
in revenues beyond 1973-74 levels) equalized to the extent of one- 


third only. The new formula equalizes one-half of all revenues 


from non-renewable resources (minerals, oil and gas). Provincial 
revenues from renewable resources (e.g. forestry and water power) 


would continue to be equalized in full. 


(3) Changes have been built into the formula to reduce existing 
possibilities for equalization entitlements of a province to be 
influenced arbitrarily by its own actions. A new revenue source, 


"business income", combines provincial revenues from the incomes of 
both private sector and public sector enterprises. This change is 
intended to prevent a province's equalization entitlement from 
being increased as a result of its having acquired a privately- 


owned, profit-making corporation. 


(4) A partial ceiling has been built into the equalization formula 
relating to natural resource revenues. The total amount of equali- 


zation payable in respect of natural resource revenues (including 
both renewable and non-renewable resources) may not exceed one- 
third of total equalization. The level of one-third is somewhat 
above the existing level and is unlikely to become applicable 
unless there is a very substantial increase in provincial revenues 


from oil and gas. 
Part II: Fiscal Stabilization Payments 


This involves unconditional payments to any province whose total revenues 
fall short of its previous year's total due to a downturn in economic 
activity. No payments have been made to the provinces since the program 
was introduced in 1967 as provincial revenues have risen steadily. 
However, the program has proved useful to provinces in borrowing, 


particularly when they have resorted to foreign capital markets. 


The program is renewed but federal liability is limited by a threshold 
in respect of natural resource revenues. Stabilization will be payable 
in respect of resource revenues only to the extent that a year-to-year 


decrease exceeds 50 per cent. This provision prevents the possibility 


of making substantial stabilization payments to resource-rich provinces 
whose revenues could fall from present or future high levels as a result 
of declining volumes of production or reductions in the prices of their 


resources. 


Part III: Tax Collection Agreements 


Since 1962, personal and corporate income taxes in most provinces have 
been collected by the federal government under uniform federal rules. 

The new Act authorizes the federal government to enter into collective 
agreements not only with the provinces, but with the two Territories as 


well. 


Part IV: Revenue Guarantee 


The guarantee encourages maintenance of a common tax system across 
Canada. It commits the federal government to pay for any loss in 
provincial income tax revenue as a result of federal changes in personal 
income taxes that exceed 1 per cent of federal basic tax in the province. 
The guarantee applies to all changes announced after the beginning of 
the tax year and effective in that year. It does not apply to corporate 


income tax. 


The Province of Quebec collects its own personal income tax, and would 
not be directly affected; however, if Quebec makes a similar change in 


the same year, a similar payment will be made. 


Part V: Undistributed Income on Hand 


These provisions extend the arrangement for provinces to receive a share 
of the elective tax on 1971 undistributed income of corporations. The 
tax relates to retained profits earned prior to tax reform in 1972. 
Payments will decline and eventually disappear but this may take some 
time since the disbursements are influenced by the liquidity requirements 
of corporations. For this reason the program has no time limit. By 


March 31, 1977, nearly $50 million will have been paid to the provinces. 


Part VI: Established Programs Financing 


The new agreement replaces the cost-sharing arrangements for medicare, 
hospital insurance and post-secondary education, and incorporates certain 
extended health care services options. Under the new agreement federal 
contributions will grow with the growth of the economy rather than with 
the growth of provincial expenditures. Federal contributions will take 
the form of a tax transfer - a reduction of federal taxes to allow an 


equivalent increase of provincial taxes - and cash payments. 


The new agreement is intended to maintain national objectives and 
standards of services; put financing on a more stable footing to help 
financial management at both levels of government; give provinces more 
flexibility in the use of their own funds; provide greater equality 
among the provinces with respect to the amount of federal funds they 


receive. 


In this agreement, the federal government will transfer to the provinces 
13.5 percentage points of personal income tax plus one percentage point 
of corporate tax. This includes the 4.357 personal and one corporate 
tax point previously transferred for post-secondary education. This 


represents an additional transfer of 9.143 points. 


There are three parts to the federal government's cash contribution: 

the basic contribution, transition payments, and a levelling adjustment. 
The basic contribution provides stable cash funding to the provinces. 
The amount is one-half the national average per capita federal con- 
tribution in the base year (1975-76) increased by the escalator (the 
three-year compound rate of growth in the GNP). The basic cash amount 
is further increased by the value of the one point of personal income 
tax and associated equalization. This plus an additional point as a tax 
transfer was added as part of the agreement among First Ministers in 


December. 


The federal government will make levelling adjustments in cash payments 
so that provinces where federal contributions now are above the national 


average in per capita terms will be brought to the national average in 


pe Ben 


five years; provinces where federal contributions are now below the 
national average will be brought up to the national average in three 
years. Subsequently basic cash payments will be equal per capita in all 


provinces. | 


Because the value of tax transfers differs between provinces, transitional 
payments will be made to ensure that all provinces receive at least as 
much in tax plus cash as if the entire transfer were in cash. These 
payments should gradually disappear since provincial tax yields grow 


more rapidly than the economy and the cash transfer. 


With regard to Hospital Insurance and Medical Care, this part of the 
legislation involves a change in the method of financing the federal 
contribution to these programs. These new arrangements will provide the 
provinces with greater flexibility in the use of their own funds, while 
safeguarding the national standards now applied to the hospital insurance 
and medical care programs: comprehensiveness of coverage with regard to 
services, universality of coverage with regard to people, portability of 
benefits, accessibility to services uninhibited by excessive user charges, 


and non-profit administration by a public agency. 


In addition, the Bill includes provision to compensate the provinces for 
extended health care services, including nursing home intermediate care, 
adult residential care, converted mental hospitals, home care (health 
aspects), and ambulatory health care services. The Bill includes 
sections dealing with two aspects upon which decisions are still open 
pending the outcome of discussions with the provinces: 1) the mechanism 
to be used to determine the provincial entitlement under the Hospital 
Insurance and Diagnostic Services Act for the first quarter of 1977; and 
2) the quantum of the per capita transfer for the Extended Health Care 
Services, and whether or not room and board, clothing, comforts and 
non-insured health benefits to persons in need would continue to be 
shared under the Canada Assistance Plan. Amendments may have to be 
introduced during the legislative process if the Bill as tabled, does 
not reflect the consensus of the provinces on these points. The Secretary 
of State will meet regularly with provincial education ministers to 


discuss matters of mutual interest and concern. 


The new financial agreements will continue indefinitely. Changes will 
require agreement on three years' notice, and the Government of Canada 


has agreed not to give such notice before April, 1979. 


Part VII: Alternate Payments for Standing Programs (Contracting Out) 


In the mid-1960s, arrangements were made with Quebec to assume administrative 
and financial responsibility for certain joint programs in return for an 
abatement of personal income tax points. For hospital insurance, 16 

income tax points were abated; for the special welfare program, including 

the Canada Assistance Plan, 5 points were abated; and 3 points were 

abated for youth allowances - for a total of 24 points. In 1973, the 

youth allowance program came to an end and the value of 3 points has 


since been deducted from other payments owing to Quebec. 


The total contribution to Quebec under these programs was the same as if 


it had been under the cash payment arrangement with other provinces. 


Under the new fiscal arrangements this special abatement will be reduced 
in order to leave the Quebec taxpayer in the same position before and 
after the federal personal income tax cut of 9.143 per cent. The 24- 
point abatement to Quebec will be reduced by the 9.143 points transferred 
to all provinces to 14.857. Since the federal tax base on which the 
abatement is calculated is reduced, this new abatement is equivalent to 
16.5 per cent of the new, smaller federal tax base. The 16.5 points 


will be allocated as follows: 


3 points for Youth Allowances, 
5 points for Special Welfare, and 
8.5 points for Established Programs Financing. 


Part VIII: Provincial Taxes and Fees (Reciprocal Taxation) 


The federal government and six provinces (Ontario, Quebec, New Brunswick, 
Nova Scotia, Prince Edward Island and Newfoundland) have approved a 


federal-provincial system of reciprocal taxation on consumption taxes. 


Under the system, the provinces will agree to pay federal sales taxes on 
their purchases of goods and the federal government will make payments 
in lieu of provincial sales taxes, gasoline taxes and motor vehicle 
licence fees on its purchase of goods and services, and for federal 


vehicles operating in these provinces. 


Under the existing sales tax arrangements generally, the provinces do 
not bear the indirect federal sales tax and the federal government does 


not pay the direct sales taxes of the province. 


The system will take effect on October 1, 1977 and the initial agreement, 
with provisions for renewal, will terminate on March 31, 1981. Ona 
full fiscal-year basis, the six provinces will pay an estimated $75 
million in federal sales taxes while the federal government will pay 


$100 million in provincial taxes and motor vehicle licence fees. 


This new arrangement has been developed over the past several years in 
co-operation with the provinces, in response to many federal-provincial 
problems which have arisen with respect to the intergovernmental appli- 
cation of sales taxes. The arrangement will help establish the principle 
that the government sector should pay the same taxes on its economic 


activity as the private sector. 
Part IX: General 


The tax transfer that occurs as part of the new financing arrangements 
for medicare, hospital insurance and higher education takes place 
effective January 1, 1977 - with federal taxes dropping by 9.143 per 
cent, and provincial taxes increasing by the equivalent amount. However, 
the actual conversion of the three programs takes place April 1, 1977. 
This results in the accrual of a three-month overpayment of tax revenue 
to the provinces. On the other hand, because of the lag between accruals 
and payments under the tax collection agreements, provinces begin 
receiving the benefit of the "overpayment", only in March, 1977. A 
somewhat different adjustment will be made with Quebec as a result of 


its special arrangement in hospital insurance. To settle this transitional 


e307= 


problem, the bill proposes that only half of the three-month overpayment 
will be recovered by the federal government. The full recovery would 


involve over $700 million. The proposal would recover about $350 million. 


Part X: Consequential Amendments 


Part of the Established Program Financing (EPF) program consists of a 

"tax transfer" to the provinces. This transfer essentially involves a 
reduction in federal income tax revenues matched by an offsetting increase 
in provincial income tax revenues, thus leaving the total tax burden on 
taxpayers unchanged. The EPF agreement stipulates transferring 13.5 points 
of personal income tax and one point of corporation income tax in respect 
of the established programs. However, the proposed transfer includes 

the 4.357 personal income tax points and one corporation income tax 

point that were first transferred in 1967 under the Post-Secondary 
Education arrangements and which are currently reflected in federal 
collections. Thus the net additional transfer consists of 9.143 personal- 


income-tax points. 


There are basically two adjustments to the federal Income Tax Act 
necessitated by the transfer. First, the federal tax rates have to be 
lowered by 9.143 per cent. Second, the federal tax-cut rate has to be 
increased from 8 per cent to 9 per cent (rounded up from 8.81 per cent) 

to maintain the value of the tax cut. The tax cut is expressed as a 
percentage of the basic federal tax which will now be lowered by 9.143 per 
cent. The proposed increase in the rate is necessary to offset the 

effect of the decline in the base, thereby leaving the value of the tax 


cut unchanged. 


These amendments are essentially consequential in nature and reflect a 
simple arithmetic conversion of the various rates currently used to 

compute the federal tax payable. The amendments proposed deviate 

slightly from a strict arithmetic adjustment due to rounding adjustments 
which are necessary in order to avoid complexity. The revenue implications 


of these deviations are negligible. 


Other consequential amendments relating to the dividend tax credit and 


tnewterritorial tax rate will be dealt with later in the session. 
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FEDERAL-PROVINCIAL COORDINATION AND CONSULTATION IN CANADA 
John A. Hayes 


Federal-Provincial Relations Office, Government of Canada, Ottawa 


INTRODUCTION 


This paper focuses on coordination of the activities of the 
federal and provincial levels of government. The term "coordination" 
is used in the sense of bringing into harmony the activities of the 
federal government and those of one or more provincial governments. 
Consultation is one way in which this coordination may be achieved. 


In Canada it is the principal way. 


The central problem is how to reconcile the somewhat contradic- 
tory demands of coordination and autonomy. Coordination need not 
imply uniformity - people sometimes prefer the term "harmonisation" 
to stress this point - but it does imply some loss of autonomy, that 
is, loss of freedom to act independently. And coordination implies - 
it is almost synonymous with - cooperation. There is, in fact, more 


cooperation among governments than conflict. 


*The views expressed in this paper are those of the author and do 
not necessarily reflect those of the Federal-Provincial Relations 
OfPEce’, 


The Need for Coordination 


The need for coordination (of the federal-provincial kind) is 
probably greatest in a federation in which the two levels of govern- 
ment are fairly equally balanced in terms of autonomy. The more a 
federal system approaches a unitary state the less need there is for 
such coordination, because the central government tends to impose 
its policies. There may or may not then, in such a case, be a need 
for more autonomy for the constituent provinces, which in turn would 
bring about a need for more federal-provincial coordination. At the 
other end of the scale is the loose confederation, where there are 


fewer activities which need to be coordinated. 


Canada is a federation in which, compared with some other fede- 
rations such as Australia, the United States and even SwitzZerland, 
the autonomy or political power of the two levels seems to be more 
equally balanced, and therefore one in which coordination between 


the two is particularly important. 


Uh. 


oe 
The Prerequisites for Successful Coordination 


Assuming that we have several governments which seek to co- 
operate with one another, what are the prerequisites for a success- 
ful outcome? A strict balance of negotiating strength as between 
the federal and provincial levels is probably not necessary any more 
than it is in other negotiations in the private sector and interna- 
tionally. What does seem to be necessary is a certain degree of 
mutual confidence or trust, an absence of suspicion, about some ba- 
sic rules of the game. For example, if the provinces believe the 
central government is seeking to bring about directly or indirectly 
their sense ens belief will naturally make them defensive and 
will probably affect in a negative way all their dealings with the 
central government. If on the other hand the central government 
believes that one or more strong provinces wish to demonstrate that 
the federation in its existing form is unworkable, and thereby in 
this indirect way to bring about fundamental changes or even a break- 
up of the federation, then that too can frustrate successful coordi- 
nation. What does seem to be necessary iS agreement on either side 
that the federation in more or less its existing form is taken for 
granted, unless of course one explicitly contemplates fundamental 


constitutional revision. 


It should be emphasised that one is speaking here about the 
prerequisites for coordination, given a certain reasonably stable 
distribution of powers between the central and provincial or State 
governments. However, coordination is not the only value in a po- 
litical system, and if one or more governments wish to change the 
distribution of powers radically, the re-examination of the "basic 
rules of the game" is bound to give rise to intergovernmental ten- 
sions if not conflict. While the point could be debated, it does 
appear on balance that the process of such a fundamental change 
should be explicit rather than covert, or at least well understood 


by society at large. 


ZL : 
In Australia some observers susvect that it may be Prime Minister 
Whitlam's intention to bring about the demise or at least the 
Serious weakening of state governments. 
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A further prerequisite for successful coordination is that the 
number of provinces or States be not too numerous. In the United 
States and in Switzerland federal-State coordination is manifestly 
difficult, and this has no doubt affected the way in which these 
federations are evolving. If there were fifty or more provinces or 
regions in Canada the central government would, given the continuance 
of a parliamentary system of government and assuming the absence of 
any effective States House, sooner or later be certain to dominate 
decisions almost regardless of the amount of autonomy that was 


given to the provinces or regions. 


Harmonising objectives is, of course, important. The difficulty 
is that the explicitly-stated objectives are not always the real ones 
or the whole story. As in all negotiations, the successful negotiator 
has to be able to make a fairly accurate guess about the unstated 


objectives of the other parties. 


Ways of Coordinating 


There are numerous methods which are used in Canada for coor- 
dinating federal and provincial activity. The choice of a method 
frequently depends on the particular phase’ of activity which is being 
coordinated. The various phases include fact finding and analysis, 
identification of alternative policies, choice of alternatives, pre- 
paration of legislation and regulations, administration and evaluation, 


and so on. 


The most frequently-used mechanism is the federal-provincial 
consultative committee. Such a committee may be standing or ad hoc, 
at the Ministerial, deputy Minister (permanent head) or lower levels. 
There are more that 400 such committees, and they are usually chaired 
by the federal government representative and include representatives 
of all provinces, although there are a number of "regional" committees 
which group together, for example, the federal government and the go- 
vernments of the "prairie" or "Atlantic" regions. There are roughly 
fifteen Ministerial committees, including the Conference of First 
Ministers. These committees usually meet in camera, and not less than 


once a year. 


From the array of other techniques which are used to facilitate 

coordination it may be of interest to mention the following: 

Joint committees of enquiry to establish basic facts and policy 
alternatives. 

Government "White Papers", which precede legislation and form a 
basis for federal-provincial consultation. 

Intergovernmental agreements, such as the tax collection agree- 
ments, and the hospital insurance agreements. 

Advisory Committees, such as the Advisory Committee on the Health 
Resources Fund: a committee composed of the federal and 
provincial deputy. ministers (permanent heads) of Health, which 
advises the federal Minister on allocating capital grants for 


hospitals and other health facilities. 
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Joint corporations, such as the Freshwater Fish Marketing 
Corporation, which.includes directors nominated by the 
federal government and by the participating provincial go- 
vernments, and an undertaking by the participating provinces 


to share any losses. 


There has been an increasing interest in Canada lately in the 
question of establishing further joint federal-provincial administra- 
tive agencies which operate on the basis of powers conferred by both 
levels of government. Certain agricultural marketing agencies have 
for some time operated on the basis of delegated powers. Neither the 
federal nor the provincial levels may delegate legislative powers to 
the other but they may delegate them to a separate agency. Such an 
arrangement is, however, more complicated for governments than agencies 
established under the authority of one government - the well-known 
problem of determining to whom the agency is "responsible" also arises - 
and there have been proposals from time to time to amend the Constitu- 
tion to permit delegation of legislative powers between the federal and 


(1) 


provincial levels. These proposals have, however, been controver- 
sial. Some commentators believe that delegation would give governments 
of the day too much scope for changing the allocation of functions set 
out in the Constitution. For example, one concern was that a different 
pattern of federal and provincial powers from province to province could 
develop; the feeling was that while this might have some practical ad- 
vantages, the variation from place to place in the authority of federal 
legislators could give rise to some awkward consequences for Canadian 


federalism. 


Specific purpose grants, of which there are a number in Canada, 
do have a coordinating effect, both as between the federal and provin- 


cial levels and among provincial governments. However, to the extent 


Such a provision was contained in the abortive "Fulton-Favreau For- 
mula" for amending the Canadian Constitution, developed in the ear- 
ly nineteen sixties. See R. MacGregor Dawson, The Government of 
Canada, Fifth edition, revised by Norman Ward, University of Toronto 
Press, 1970; pp. 79 and .i2zc<9. 


fi 
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than a federal government increase its conditions and its involve- 
ment in the administration of the grants the work to be coordinated 


(1) 


increases in scope. Therefore, federal and provincial agreement 
on the introduction of a grant with broad conditions represents 
coordination of the objectives or policy of the two levels in the 
functional area in question. If the federal government then leaves 
the detailed implementation to the provinces the question of fede- 
ral-provincial coordination for the implementation stage does not 


arise. 


The extent to which the coordination of objectives brought 
about by any particular grant is considered 'coercive' depends 
upon the nature of the consultation which preceded its introduction 
and the extent to which provincial governments felt obliged to 
accept the grant. It is interesting to compare conditional grants 
in this respect with the Joint Tasks (Gemeinschaftsausgaben) in 
Germany. Explicit provision for Joint Tasks was made in the 
German Basic Law (with the consent of the States) partly at least 
in order to clarify the constitutional validity of some existing 
federal grants. The Basic Law provides for joint federal-State 
planning and financing in the areas of tertiary education, regional 
economic development, and agriculture and coastal protection. 
(2) the federal role is greater than in, say, the Medicare plan in 


Canada; 


(1) 

A graphic illustration of the amount of intergovernmental 
activity to which detailed federal conditions can give rise 

is given by P.B. Wade, 'Recent Developments in Fiscal Federa- 
lism in Australia', in R.L. Mathews (ed.), Fiscal Federalism: 
ROEGLOSDeECL land Prospect, A.N.U., Canberra, 1974, “pp. "S8-9. 
Equivalent examples in Canada could probably be found, although 
there is a trend to fewer conditions. See also the conclu- 
ding section of this paper. 


(2) 
Article 9la. The Basic Law for the Federal Republic of 
Germany, English Translation 1973, Press and Information 
Office, Bonn. 
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and the degree of financial 'coercion' may not have been less. 

But no doubt because State agreement was made explicit through 

a constitutional amendment the arrangements were at the time of 
introduction more acceptable to the States. Since the introduction 
of the Joint Tasks there have, however, been complaints from the 
States about the operation of the scheme. There are as well other 
federal grants which, at the insistence of the States, involve a 


smaller federal MEM ysl 


The search, then, for coordination frequently demands 
considerable ingenuity to devise ways of reconciling federal and 
provincial objectives that preserve the freedom of action that 
provincial governments often insist upon. In Canada, on January 
1, 1974, the federal government introduced changes in its family 
allowance payments. The federal plan provides for payments of 
$20 per month for each child under the age of eighteen. However, 
as a result of consultation with the provinces it was agreed that 
the federal payment for each child may be varied by a province 
provided that the average payment is $20 and the minimum $12. Two 
provinces have taken advantage of this option. One province has 
opted for an increasing amount to be paid for the second and 
subsequent children, using its own funds to supplement federal 
payments. An other province has opted for increasing amounts as 
children become older, without provincial supplements. A third 
province does not vary the federal payments but simply pays a 


provincial supplement in respect of the fifth and subsequent children 


(1) 
For details of Federal-State financial arrangements in Germany 
see J.S.H. Hunter, Revenue Sharing in the Federal Republic of 
Germany, Centre for Research on Federal Financial Relations, 
A els, Canberra, LI rs. 

(2) 


The National Finances, 1974-75, p. 130. Canadian Tax 
Foundation, Toronca, L975. 
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Attempts to Institutionalise Cooperation and Consultation in 


Canada 


The written part of Canada's Constitution, the British North 
America Act, dates from 1867. There is no mention in the Act of 
federal-provincial coordination or consultation. An attempt was 


(1) 


made in 1971 to incorporate the following provisions: 


(a) A procedure for amending the Constitution which involved 
obtaining the consent of provincial governments, although unanimity 
was not to be required in most cases. 

(b) A procedure for consulting with provincial governments 
about the appointment of judges to the Supreme Court of Canada. 

(c) A provision that the federal government would not 
introduce a bill in relation to certain matters without giving 
three months' notice to provincial governments. These matters 
were those in respect of which broader constitutional powers 
were to be given to the federal government. 

(d) A provision that the Prime Minister and Premiers should 
meet at least once a year, unless in any given year a majority of 


these 'First Ministers' decided a conference should not be held. 


The 1971 attempt to incorporate these provisions in the 
Constitution failed, not because they were in themselves unaccept- 
able to governments but because they formed part of a larger 
package which failed to receive general approval, the dissenting 
government being the Government of Quebec. Since then our 
constitutional review, which produced these proposals, has been 
iT vi1.mbo.. 


(1) 


Proceedings of the Constitutional Conference held at Victoria, 
British Columbia, June 14, 1971. Information Canada, 1971, 
Catalogue No. Z2-1971/1 
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During the course of the constitutional review the federal 
government indicated its readiness, as part of an acceptable 
overall package of constitutional amendments to be agreed in the 
context of the review, to accept limitations on its use of what 


(1) The spending 


in Canada is called the federal spending power. 
power derives from judicial interpretation, and this interpretation 
holds that the Parliament of Canada may spend from the Consolidated 
Revenue Fund for any purpose whatever, whether or not such a 
purpose falls within provincial jurisdiction, provided that the 
legislation authorising the expenditures does not amount to a 
'regulatory scheme' falling within provincial powers. Payments 

may be made to persons, corporations, institutions and governments. 
While there is some disagreement about the extent of the federal 
spending power, this power has been in whole or in part the cons- 
titutional basis for federal conditional and unconditional grants 


to the provinces. 


It was against this background that the constitutional 
review, which began not long after the introduction of Medicare, 
wrestled with the question of federal conditional grants. The 
federal government proposed, during the course of the discussions, 
that its use of the spending power to make conditional grants in 


areas of exclusive provincial jurisdiction should be based upon 
two requirements: 


"First, a broad national consensus in favour of any 
proposed programs should be demonstrated to exist 


= 


Government of Canada Working Paper on the Constitution: 
Feceral-Provincial Grants and the Spending Power of Parliament, 


The Queen's Printer, Ottawa, Canada, 1969, Catalogue No. 
Z2-1969/2-2. 
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before Parliament exercises its power; and secondly 
the decision of a provincial legislature to exercise 
its constitutional right not to participate in any 
programme, even given a national consensus, should 
not result in a fiscal penalty being imposed upon 
the people of that province." 


The national consensus was to be determined by certain 
combinations of the results of votes in provincial legislatures, 
following approval by Parliament. People, not governments, of 
the provinces which decided not to participate were to receive 
grants from the federal government, in a manner to be determined 


(1) 


in @ach case by Parliament. 


To summarise, then, there are still no provisions in the 
Constitution relating, to.coordination-and, iconsulbtatton ,i but 
there has been evidence of a disposition to contemplate the 
desirability of such provisions, and there has probably been 
some growth in the number of provisions inserted in legislation 
and in the number of intergovernmental agreements. (Inter- 
governmental agreements in Canada, as in Australia, have more 
political than legal consequence.) However, coordination and 
consultation in Canada are for the most part carried on ina 
flexible, comparatively non-institutionalised manner, which is 
very different in this respect from, say, the situation in the 


Federal Republic of Germany, where such devices as the Bundesrat, 


(1) 


Government of Canada Working Paper on the Constitution: Federal- 
Provincial Grants and the Spending Power of Parliament, The 
Queen's Printer, Ottawa, Canada, 1969, Catalogue No. Z2-1969/2-2, 
pp. 40-48. 
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federal framework laws and the Joint Tasks committees institution- 


(1) 


alise coordination and consultation to a high degree. 


For an excellent short description of the German system see 
Nevil Johnson, Federalism and Decentralisation in the Federal 
Republic of Germany, Research Paper No. 1, Commission on the 
Constitution, H.M.S.O., London, 1973 
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Areas in which Coordination is Attempted in Canada 


These areas tend to be those in which both the federal and 
provincial levels of government have important jurisdictional and 
spending responsibilities. Where the provinces have exclusive 
responsibility and there are no federal conditional grants, 
there is little need for federal-provincial coordination and 
consultation (although there may be a need for interprovincial 
consultation). For example, in the field of primary and secondary 
education the federal government has no role to speak of, and 
in post-secondary education the only condition attached to 
federal grants is that the money be spent on the operating costs 


of post secondary educational institutions. 


Similarly, provinces are not consulted, except in a very 
general way, about exchange rate and monetary policies, nor 
about defence policies. Canada has in any case usually had a 
floating exchange rate and no foreign exchange controls. Provinces 
are, however, increasingly being consulted about international 


Grade policy iand..control, over jfonei gm ~nvestumen tran | Canada 


Specific functional areas in which coordination and 


consultation are attempted include the following: 


Cale Gaxation 
- The federal government collects provincial personal 
income tax in all provinces except Quebec, on the 
condition that provinces use the federal income tax 
base (and laws) and express their tax as a percentage 
of the federal tax. The Quebec tax law is essentially 


the same as the federal law. 


- The federal government also collects the corporation 
income tax in all provinces except Quebec and Qntario. 


All provinces use basically the same tax laws. 


ESA ia 


- Prior to bringing in legislation a few years ago 
to reform personal and corporate income taxes, the 
federal government established a Royal Commission 
and subsequently published a White Paper which 
formed the basis for prolonged consultations with 
provincial governments and with other interested 


parties. 


(b) Borrowing 

- Provinces borrow in domestic and foreign financial 
markets on their own behalf. There is some consult- 
ation, notably before provincial budgets are brought 
down, about borrowing intentions. Provinces are 
sometimes asked to restrain their borrowing in 
foreign markets when in the opinion of the federal 
authorities the exchange value of the Canadian dollar 
is too high, but exchange controls are imposed only 
in rare and temporary situations of more general 


application. 


(c) Fiscal and economic policy 
- There are annual pre-Budget consultations, as well 
as other meetings of federal and provincial Finance 


Ministers. 


- Some provinces have, however, expressed the desire 
that consultations about economic policy should 


be more extensive. 


Other specific functional areas in which coordination is 
attempted include: 
(d) Regional (i.¢€. provincial) economic development and 


foreign investment 
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(e) Transport, including location of airports, harbours 


and new railway lines 
(f) Health services 
(g) Income security and social services 


(h) Energy pricing, and taxation of energy and other 


natural resources 
(i) Offshore oil resources 
(j) Employment and immigration services 
(k) Agriculture 
(1) Consumer affairs 
(m) Protection of the environment 


(n) Communications, including television broadcasting. 


It is widely recognised that with the growth in the range 
and complexity of government activities, and with the growth in 
the size of the public sector relative to national product, it 
is becoming increasingly difficult to separate one policy or 
functional area from another. Agriculture, transport, energy, 
the environment - everything these days seems to be interrelated. 
This lies behind both the growing interdependence of federal and 
provincial activity, and of the various activities within each 


(1) 


level of government. There is some evidence in Canada that this 


(1) 


As Professor Spann notes, "One may argue (as Professor 
Braibanti has) that 'cooperative federalism' is only one 
symptom of the growing interdependencies of modern societies, 
interdependencies that will inevitably defeat all simple- 
minded efforts to sort them out." R.L. Mathews (ed.), 
Intergovernmental Relations in Australia, Angus and Robertson, 
SVOneC Vine 9 1A.) Si s 
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inseparability of policy areas is requiring federal-provincial 
consultation and coordination to be more broadly-based, that is, 

to take in wider and wider areas of activity within the ambit of 
any given attempt to coordinate. For example, federal and 
provincial governments have been consulting about the wide area 
of 'income security and social services', a term which takes 

in such matters as pensions, family allowances, sickness and 
accident insurance, unemployment insurance, occupational training, 
blind and other disabled persons allowances, assistance to single 
parent families and to persons unable to work, and so on. 
Similarly, in the field of urban affairs the number of relevant 
policy areas which are brought into the discussions has been 


(1) 


widening. As the circles get wider perhaps we shall come 


nearer to some sort of explicit agreement about the ordering of 
national priorities, but we are still a long way from this point; 


and whether such an eventuality is desirable could long be 


debated by political scientists. ‘2? 


(1) 


The introduction by the Government of Ontario of a relatively 
few 'super-Ministers' to coordinate policy in certain 
related functional areas was probably motivated at least in 
part by the difficulties which arise from fragmenting policy 
decisions among the usual number of different government 
departments. 


(2) 


For example, in Switzerland where 'direct democracy' operates, 
people would probably be indignant if governments sought for 
themselves such a role. And, as Professor Spann says (op. 
cit., p. 36), there is the more general proposition that 'Some 
people don't think it matters much if policy fragments itself 
by being pressured and called to account in many different 
ways, some people think it matters a great deal.' 
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As well as evidence of a trend to widening the area of 
consultation there is also evidence of a trend to begin the 
process sooner. The typical pattern of the past has been that 
governments do their fact-gathering, analysis and choice of 
alternatives independently, with consultation coming only 
afterwards. There is now more of a disposition for governments 
to carry out these initial stages of the policy development 
process jointly, although it will probably be some time before 


this practice becomes general. 
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Some Problems 


Federal-provincial coordination and consultation in Canada 
are, of course, not without problems. The more important of them 


are as follows: 


(a) Legislators at both the federal and provincial levels 
are frequently asked to approve a negotiated 'package' that it 
would be difficult for them to modify. This tends to strengthen 
(1) 


the role of the executive and weaken the role of the legislator. 


(b) Consultation takes a great deal of time and effort. 
The less populous provinces with small staff often find it difficult 
to participate fully in all the consultation which is going on at 


any given moment. 


(c) The time available for consultation on any given 
question may be short. The end of the policy development process 
is sometimes rushed, leaving inadequate time for consultation. 
This problem can be avoided when it is possible for joint consult- 
ation to take place at an early stage in the policy development 
process; but there will always be situations in which a government 
wants to take some action or other and where the time factor 


imposes constraints. 


'It is significantly harder and a much more serious matter for an 
opposition party to try to change a system of family allowances 
when to do so can be said to challenge not only the position of a 
Single federal or provincial government, but the joint position 
of all such governments and perhaps national unity as well.' 

J.F. O'Sullivan, Some Key Federal-Provincial Issues in the 
1970's, (Notes for Remarks at the Business Outlook Conference 

of the Conference Board in Canada, Winnipeg, April 3, 1974, 

pp. 16-L7,) 
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(d) Provincial governments are sometimes frustrated by 
the fact that certain decisions of importance to them are in 
the hands of statutory bodies set up by federal legislation 
rather than in the hands of federal Ministers. Two such bodies 
in Canada regulate freight rates and the transmission of energy 
products via pipelines and other means. The federal government 
has acted recently to extend the jurisdiction of the Minister of 


Transport vis-a-vis one of these statutory bodies. 


(cle .Occasionally»s.althoughsnot,often;.the.fact.thatw~a 
different party is in one or more provinces from the one in office 
in Ottawa makes coordination and consultation more difficult. 
However, factors other than 'party politics' are more important in 
federal-provincial relations in Canada. In the Federal Republic 
of Germany, where party politics play a major role, the present 
control of the Bundesrat by opposition State governments does 
impose a restraint on the federal government; but some would 
argue that this is part of the mechanism which ensures that no 
really major new policies can be undertaken in Germany without 
a broad consensus, and with at least the tacit acceptance of the 
Opposition. It is noteworthy that the major constitutional changes 
in recent years affecting federal-State relations in Germany were 
approved during a coalition at the federal level of the two major 
RabtLesSayiolmilariy,.,!party.politics., in Canadianson Australian 
federal relations need not necessarily be a bad thing; they are, 


after all, built into the processes of Parliament. 


Some blurring of responsibility for decisions may arise as a 
result of coordination and consultation, but this has not been a 
major problem in Canada. On the other hand, worry about the 
principle of ministerial responsibility has been a deterrent in 


one or two cases to the setting-up of joint administrative agencies. 


ey 
(1) 


Even here, however, there were other factors at play. 


The difficulties listed above are usually minor compared 
with the difficulties which arise in reconciling the substantive 
differences of view which are held by the various governments. 
Serious differences of view arose, for example, as a result of 
the effects on energy prices of recent world increases in the 
price of oil, notably because western provinces possessed 
valuable oil and gas resources and eastern provinces were obliged 
to buy these resources from western Canada or from other countries. 
Consultations about the sharing of tax revenues are always 
difficult. At the present time there are problems in reconciling 
federal and provincial points of view about the whole field of 
communications,including such matters as radio and television 


broadcasting. 


These differences of view on important matters, which are 
unavoidable in a federal system but which catch the headlines, 
sometimes overshadow the considerable substructure of coordination 
which goes on daily between the federal and provincial levels of 
government. There are thousands of such daily contacts and most 


of them are constructive and fruitful. 


The discussion of the concept of responsibility by Professors 
Reid and Spann is most germane to the Canadian as well as to 

the Australian Situation. Professor Reid rightly asks: 'Is 
(responsible government) sufficiently strong or meaningful as 

a principle of political behaviour for it to be used to determine 
administrative arrangements in the federation in the future?' 
R.L. Mathews (ed.), Intergovernmental Relations in Australia, 
Angus and Robertson, Sydney, 1974, pp. 23-42. 
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COORDINATION WITHIN GOVERNMENTS 


The federal and provincial governments in Canada all have 
arrangements for coordinating their individual approaches to 
federal-provincial relations, although some governments have 
institutionalised these arrangements more than others. In each 
government the Cabinet is, of course, the primary coordinating 
mechanism for all matters, including federal-provincial relations. 
In most governments the Prime Minister or Premier is the Minister 
responsible for federal-provincial relations, and this is the 
case with the federal government, but in a few there is a seperate 


Minister who may or may not hold another portfolio. 


Ministers are supported in most cases by special groups of 
officials who 'coordinate ' relations with other governments. 
The Quebec Department of Intergovernmental Affairs was the first 
to be formed in Canada. At about the same time the federal government 
began to give to the Cabinet Secretariat a more clearly defined 
mandate to cCordinate its relations with the provinces, and in 
1968 a special division headed by a Deputy Secretary to the 
Cabinet was established. Before the mid-sixties coordination 
was largely taken care of by departments of Finance, whether in 
Ottawa or the provinces. The mid-to-late sixties were, however, 
characterised by a raising of the temperature in federal-provincial 
relations. For example, the relations between the government of 
Quebec's Daniel Johnson and the government in Ottawa were 
frequently tense. Reference has already been made to the Medicare 
issue, and to the constitutional review which was launched 
essentially at the insistence of the Quebec government. This 
raising of the temperature no doubt reinforced other reasons for 


putting coordination on a more organised basis. 


The Federal-Provincial Relations Office is now headed by a 


full Secretary to the Cabinet (there are now two such Secretaries), 


mo OU 


The Office attempts to coordinate the federal governement's 
approach to relations with the provinces, and to some extent 

it acts as a lobby with the departments for greater and earlier 
coordination and consultation with the provinces. It does not 
attempt to involve itself in all federal dealings with the 
provinces because such dealings are too numerous. It concentrates 
instead on major issues, particularly those of major political, 
constitutional or financial importance. Many major issues 

result form the introduction of new policies or legislation, 

and the Office is well placed to have an input into the development 


of new policies from an early stage. 


With regard to those major issues the Office does not 
usually play the leading role in consultations with the provinces. 
This role is left to the department responsible for the 


functional area in question. 


Among the various committees of Cabinet is a Federal- 
Provincial Relations Committee, chaired by the Prime Minister. 
This committee is served by the Federal-Provincial Relations 


Office. 
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CONCLUSION 


The particular pattern of coordination which emerges ina 
federal country depends on the characteristics of the political 
system as a whole. In Canada, there has developed a flexible, 
largely non-institutionalised pattern of coordination , heavily 
dependent on consultation between the executive branches of the 


federal and provincial governments. 


During Canada's constitutional review in the years 1968 
to 1971, which followed a very difficult period in federal- 
provincial relations, an attempt was made to institutionalise 
some aspects of coordination and consultation, notably consult- 
ation about the introduction by the federal government of new 
specific purpose grants in areas of provincial jurisdiction. 
While no constitutional amendments were made, the federal 
government has since the introduction of Medicare in 1966 intro- 
duced no major specific purpose grants in areas of provincial 
jurisdiction. This is an illustration of the importance in 
Canada of political constraints on the exercise of federal 


Constitutional jurisdiction. 


There is some evidence that the process of consultation 
and coordination in Canada is beginning at an earlier stage - 
at the fact-finding stage, for example, rather than when policy 
proposals are fully developed - and that the number of matters 
included within the ambit of a given attempt to reconcile 
federal and provincial objectives is widening. The functional 
area Offs incomersecurityeandrsocial services eis) theybest 
example of these two tendencies. Canada is still a long way 
from explicit agreement between the federal and provincial levels 
as to the ordering of all national priorities and the relative 


claims of the two levels to financial resources. Not everyone 
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would, however, be of the opinion that such explicit agreement 


is desirable even if practicable. 


A number of factors, few of them peculiar to Canada, have 
resulted in recent years in an exploding volume of requirements 
for coordination. In order to maintain effective coordination 
in the future it will be necessary not only continually to 
refine our methods but also to make a conscious attempt to 
control the volume of required coordination. Such control could 
be brought about, for example, by a clearer understanding of 
the dangers and difficulties which arise from a continuing 
increase in the size of the public sector as a whole; by 
simplifying the ways in which governments deliver services 
to the people; and by governments at both federal and provincial 
levels confining themselves where they have the choice to the 


tasks they can do best. 
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EXCERPTS FROM 


SURVEY AND ASSESSMENT OF CURRENT. ISSUES 
IN FEDERAL-PROVINCIAL RELATIONS 


by 


The Federal-Provincial Relations Office 
Government of Canada 
November 1976 


The following are excerpts from the federal government's paper 
on federal-provincial issues based entirely, with the 
exception of a few bridging phrases, on the original document. 
The text was prepared by the FPRO as part of a seminar on 
federal-provincial relations held in Ottawa, 1976. 


FEDERAL-~PROVINCIAL ISSUES 


This paper attempts to present an overall view of current 
federal-provincial issues; an explanation of how such 
issues arise, their underlying causes and their inter- 
relationships, and information on how governments take 
positions and strive to resolve issues. 


Why and How Issues Arise 


Governments both initiate action and react: in their 
"active" role, they follow a political program (which may 
include a wish to show leadershipv), and in their reactive 
role, they have to respond to political pressures, domestic 
and foreign. 


In a federal system, the action which a federal or provin- 
cial government wishes to take frequently impinges on the 
other level of government, on its responsibilities and 


resources. This would be so even if the responsibilities 
of the two levels of government were clearly demarcated, 
and if each level levied different taxes. In Canada, the 


jurisdictional dividing line is not clear in some policy 
areas (e.g. economic development); and the federal govern- 
ment may, to a certain degree, through the use of "the 
spending power", intervene in what are primarily provincial 
areas of jurisdiction. Consequently, a federal or provinvial 
government has a fair amount of latitude in interpreting 

its responsibilities. Also, the two levels share a number 

of tax fields. As a result, the extent to which actions 

of one level impinge on the other level is increased. 


Action that impinges may lead to a dispute, to the creation 
of a federal-provincial "issue", minor, major, or somewhere 
in between. The affected level of government may feel it 
stands to lose’ capacity to carry out 2ts functions or 
political program (e.g. it stands to lose jurisdiction 

Or revenues) or that the action taken will in some other 
way make the achievement of its goals more difficult. 


Because the sharing of fiscal resources affects the capacity 
of governments to exercise jurisdiction on its constitutes 
a more or less permanent issue. 
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Generally speaking, one or more of the following factors 
underlie any given issue: 


a). gure sdretion 

b) fiscal resources 

c) differing objectives (which may, but need not, 
reflect political ideology) 

d) implementation (disagreement about means) 


With regard to c) and da), differences often arise simply 
because the federal government may be taking a position 
which attempts to reflect the interest of the nation as a 
whole, whereas a provincial government will, naturally, 
usually be seeking to advance or protect the particular 
interest of the province. Positions do not always give 
rise to this kind of conflict, but they frequently do. 


What precipitates a federal-provincial issue? It may be 
any one of a number of things, such as action by the 
federal or a provincial government, by a pressure group, 
by a foreign country or group of countries (e.g. the 
OPEC sincrease sin \the »sprice;: of oil) j sby ,asdiscovery jof 
mineral or oil deposits (e.g. offshore), and so on. 
Often it is difficult to identify the specific event 
which precipitated an issue; however, at some stage a 
federal or provincial government will take action or 
adopt a position. Many federal-provincial issues arise 
from an action taken or contemplated by the federal 
government. There are at least four reasons for this: 


a) Since the Second World War, most of the pressure 
for action by governments has been in the area of 
what may be called "Social and economic justice", 
whether this justice be for individuals or regions. 
This is a reflection of the secular trend, which 
really got under way during the First World War, for 
greater equality among individuals, regions and 
nations. Much (but not all) of this pressure is 
focussed on central governments. In Canada, the 
area of "Social and economic justice" is one shared 
by the two levels of government. Central government 
action in this area inevitably impinges on the 
provincial governments. This action has taken the 
form both of greater direct income transfers (e.g. 
family allowances) and of the financing of social 
services (e.g. Medicare). Provincial government 
action to meet similar pressures does, on the other 
hand, usually have only local effects (these local 
effects are important in provincial-municipal terms, 
e.g. New Brunswick's "Equal Opportunity" legislation, 
but they do not usually give rise to a federal- 
provincial issue). 


b) 


Cc) 


d) 


es ten 


For a number of years, Canada has had an unacceptably 
high level of unemployment. For one reason or 

another, overall monetary and fiscal policies, of a 

kind which do not explicitly discriminate among regions, 
have been unsuccessful in bringing down the rate. 
Consequently, the federal government’ has turned to 

other, direct measures, such as regional economic 
development and specific programs to stimulate employment. 
These other measures involve the federal government, more 
than do the overall "indirect" policies, in relations 

and disputes with the provincial governments. 


Since the Second World War, most of the fastest- 
growing source of revenue (the personal income tax) 
has accrued to the federal government. Federal 
revenues have, for the most part, been more "elastic" 
than provincial revenues, that is, they have risen 
faster in relation to incomes and GNP. This made it 
easier for the federal qovernment to respond to the 
pressures mentioned in a) above, and to undertake 

the expenditures required by b). 


There are several areas where the federal government 
for a number of years was either not required or 
chose not to pass legislation, thus leaving a kind 
of vacuum which was filled by the provinces, e.g. 
certain aspects of interprovincial trade, securities 
regulation, and interprovincial transmission of 
electricity. The development of a more integrated 
Canadian economy and other factors have combined to 
exert pressure for a larger federal role. 


Recently, party because of a new federal policy and reduced 
federal resources, it has become more common for provincial 
government action to give rise to a federal-provincial 
issue. Four reasons may be mentioned. 


a) 


b) 


The federal government has adapted its use of the 
federal use of the spending power to take account 
of provincial objections. 


Federal capacity to launch new programs and generally 
to spend money has been more limited for several 
reasons, including: 


- the fact that the major shared-cost programs 
introduced .n the fifties and .sixties turned our 
to be themselves “elastic" in relation to GNP. 


- indexation of the personal income tax reduced 
somewhat (but not, initially, as much as expected) 
the growth in the yield of this tax and the growth 
of federal revenues. 
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c) Provincial governments have, as the role of governments 
everywhere has increased, ventured into new areas of 
activity and have sometimes pushed more on the border 
line of their responsibilities. In both cases, there 
have been "spillover" effects for other provinces or 
the nation as a whole and consequently, a federal- 
provincial issue has arisen, eg. 


- the issuance of provincial exploration permits 
for oil and gas exploration in various waters off 
Canada's coast, 


- Cable TV (licensing by Quebec in competition with 
the federal Canadian Radio and Television Commission) 


- Ontario sales tax relief, initially confined to 
North-American-made autos and thus causing concern 
to governments of foreign countries which export 
autos to Canada, 


- Purchase by Alberta of Pacific Western Airlines, 
involving questions of federal jurisdiction and a 
dispute with British Columbia, 


- Potash production taken over by Saskatchewan, 
causing concern to the United States and US investors. 


d) At the same time, the provincial share of government 
revenues has increased, and some provinces have 
benefited from major increases in natural resources 
prices. 


International developments may precipitate or sharpen a 
federal-provincial issue, e.g. world-wide inflationary trends 
and the oil crisis; and they may of course sometimes bring 
about profound changes in federal-provincial relationships, 
eng.) Would WarnwLk. 


There seems to be a trend to an increasing number of issues 
between the two levels at any given point in time, reflecting 
enlarged responsibilities of governments, greater inter- 
dependence and, some would say, the increased political 

and financial strength of some provincial governments in 
relation to that of the federal government. 


How Governments Take Positions 
This process is important because it results in a definition 


of what remains to be resolved through federal-provincial 
agreement. 
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The government initiating action which impinges on the other 
level will, more often than not, be at least partly aware of 
what effects on the other level its action will have, and 
this will influence the nature of the action taken and the 
decision about what consultation there should be. This 
stage represents an important opportunity for making deci- 
sions which will minimize federal-provincial conflict and 
maximize cooperation. Serious federal-provincial disagree- 
men can sometimes be avoided altogether. The actual 
decisions which are taken will be determined by factors 
almost too numerous to mention, but they include (not 
necessarily in order of importance): 


- the general stance of the government in question 
regarding cooperation with the other level 


- the views about cooperation of the Minister and 
of his or her officials, particularly their 
judgement about the extent to which the success of 
an initiative may depend on cooperation from the 
other level 


- the legal position regarding jurisdiction 


- interrelationships with other, already outstanding 
issues can soften or harden an initial position. 

(A soft line may be taken if delicate negotiations 
on a related or even non-related issue would be 
prejudiced by a hard line.) 


- the likely reaction of the legislative body 
concerned (especially if the government is in a 
minority position) and of the public at large. 


The level of government affected by the action will in its 
reactions be guided by pretty much the same set of factors 
as are listed above. 


There are very few government actions today that do not 
affect more than one policy area. Consequently, in order 
for a government to take a position a certain amount of 
internal coordination is necessary, and this is usually 
more difficult if the government in question is a large 
one. The principal vehicle for coordination is the Cabinet. 
However, in recent years, several governments in Canada 
have thought it useful to establish a group of officials, 
and sometimes a separate Minister, whose task it is to 
assist Cabinet in the task of coordinating the actions and 
reactions of the government in question vis-a-vis other 
governments in Canada. This function includes advising 

on such things as: 


- general stance regarding cooperation, 
- interrelationships among issues, 


- ways in which objectives may best be realized 
in dealing with the other level (including 
definition of positions), 
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- methods of consultation. 


In the federal government, it is the Federal-Provincial 
Relations Office, responsible to the Prime Minister, 
which has the role of advising on coordination of the 
government's relations with the provinces. It must be 
stressed that the role is advisory and that neither the 
Office, not indeed the Prime Minister, except through the 
ordinary processes of Cabinet government, can impose 
their views. While the Office may be heavily involved in 
helping the development of a federal position and in 
preparations for federal-provincial discussions, it only 
rarely participates directly in Departmental negotiations 
with the provinces, and even more rarely leads the nego- 
tiations when it does participate. 


How Issues Are Resolved 


Federal-provincial issues are generally not a kind that 

can be resolved by an appeal to and a decision of the 

courts. Even a court decision may leave a part of an 

issue unresolved, as did one Supreme Court decision favouring 
federal jurisdiction over offshore oil deposits. Even 

though the possibility of court action is an important 
backdrop to many issues, most often issues are resolved 
through the political process, and this manifests itself 

in turn through the adoption by governments of modified 
positions. 


The considerations which guide governments in adopting modified 
positions are broadly similar to those which guide them in 
adopting initial positions. However, the process is aided 

by federal-provincial consultation and negotiation, and by what 
may, for want of a better word, be called transmutation, the 
continual adjustment of positions which is brought about by 
influences external to intergovernmental consultation. This 
process comes into play aS soon as a government positions 

has been made public. From that time on, public reaction 

and unfolding events of all kinds begin to bear on the 

adopted position. 


The process of resolving issues through intergovernmental 
consultation is, in the Canadian federal system, a more 
important part of the overall political process than in 
other federal systems, given that we have an appointed 
rather than an elected "States House" forming part of the 
central legislature. As a result, a sort of consensus is 
developed among regional interests through the consulta- 
tion process as much as and sometimes more than through the 
apparatus of the central government and legislature. 
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This consensus, like any other consensus, does not require 
unanimity. Indeed, in federal-provincial negotiations, 
positions are rarely modified to the point where at the 
end of the day there is complete agreement. Where federal 
initiatives or responsibilities are involved, the federal 
government frequently has to modify its initial position 
to one that does not satisfy all provinces by that is 
acceptable to most. 


It is because total agreement is comparatively unusual 
that jurisdiction is ultimately of considerable importance. 
The government that has the jurisdiction must ultimately 
make the final decision as to what action will be taken. 


Finally, it should be remembered that each government has its 
own set of priorities. What is urgent and important to one 
government is usually less pressing and of less interest 

to another. This obviously affects the handling and 
resolution of issues. 


It is plain that serious disagreements between governments 
in Canada on some matters cannot be avoided. These 
disagreements are indeed one manifestation of the workings 
of the Canadian political system. The fact that there is 
tension is to some extent an indication of the vitality of 
governments. 
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Mr. President, it isa great, pleasure ‘for meas 
Minister of Justice and as your Honourary President to 
welcome my fellow members of the Canadian Bar Association 
and their distinguished guests to the nation’s capital. 
May I welcome in particular those Commonwealth Law 
Ministers who have come to Ottawa following our successful 


meeting in Winnipeg last week. 


iowant .Covexpress “real “appreciation to -yvou, 
Mr.» President, and ‘through you to your Executive and staff 


for your assistance over the past year. 


It was only within the space of a few short months 
after your last meeting in Winnipeg that the election of 
the Parti Québecois confronted Canadians with the reality 
of a provincial government dedicated to the break up of 


Canada. 


To some few Canadians, these developments appcar 
to be a matter of indifference. For one noted Canadian 
historian, the outcome of the November 15 vote seems proof 


of the failure of the "politics of appeasement". His 


- 


proposal that we sever all ties with Quebec and consign 

it to the “stagnant economic backwater of independence" 
reflects a scrious misunderstanding of modern-day realities. 
It reflects a pessimism that is not shared by many other 


Canadians. 


Your Convention's two themes "People and 
Government" and "Canada Today” are: particularly appropriate. 
iiwant.toscongratuidate you,yMrauPresident) andithe 
Convention Organizing committee for vroviding Canadian 


lawyers with an opportunity to focus on these issues. 


While the Bar has no monopoly on the question 
CLemnatvonal unvey “Or 1ts solutions, (che profession does 
possess many and special talents necessary to find a 


new sense and spirit of Canadian unity. 


As lawyers you will be inclined to concentrate 
on legal mechanisms and formulae -- the plumbing of the 
constitution)..¢d twould) hope you, Wish avoidithat natural 
tendency and rather examine the foundations of a 
desirableyConfedernation.) Mone specifically, assessi your 
own attitudes towards Canada and towards your fellow 


Canadians. 


Each region of Canada has special cultural, economic 
and social concerns which must be recognized and respected 
if we are to develop a nation which at the same time reflects 
a proper diversity of regionality and a continuing unity of 
purpose. You are all familiar with these “di ff erences sand 
concerns. [ihe eastern maritime region has its diet ine ue 
cultures and deep-rooted traditions. It also suffers a 
chronic lack of industrial devclopment and consequent high 
unemployment. Ontario equally has developed its own cultural 
patterns and, as a highly industrialized region is concerned 
about a continuing sufficiency of export markets for its 
products. The Prairies again have a variety of distinctive 
social and, cultural valucs to, preserve, and fear that tney 
are viewed as but a raw resource base for the industrialized 
east. British Columbia, shielded from the rest of Canada 
by the mountains, has developed still other lifestyles and 
values, and feels remote and under-represented in the national 
institutions of government. The Territories have their 
distinctive native Canadian cultures and their frontier 
values, and are suspicious that they will become but a 
new frontier ripe: for raping by the) South. Québec, with its 
predominantly French languaye and culture, and its burgeoning 
economic base, feels its people are strangers ireftherrewn 


province, let“alone in the rest of ee 


The basic question is how do we as a people 
and a nation respond to them. Whdt are the attitudes you 
WanveLretveac.ed ine your country concerning the respect 
ance caignacy Of the individual? The fair sharing of our 
nation's wealth? The advantages of having different 
peoples and cultures? The accessibility and responsiveness 
Or government ihe protection Of fundamental rignts “and 
freedoms, including the right to live in one’s language 


ana tne freedom to» move across the, country as full citizens? 


PNeEMVCLY ICNOLCG OL YOUR CONVCME LOM ec neicmr s 
evidence Ofevyour. Concern. But, Unless you titer accep L 
the fundamentals of Confederation, discussion of 
Consticucional yreform will be for. naught; The power vot 
Seconseci tition, lies not in itsSswritten words, DUE rarner an 


the commitment to the beliefs underlying those words. 


Mixteenvears after contodcration, oir) won, 
MacDonald stated: "Whether (Canada) was conquered or 
GCecded, we Mave a COMstitucion Mow UNGCr rWwalcn) alla a core 
in a position of absolute eguality, having equal rights 
AE everye ko nd ol Language, Ob (rol Lo1on, OO. pp ropOG. Va anGwc: 
Per sOn. There 1S nos paramount race 2n this country; 


there 2s/no,conquercd race in thisscountry.” 


Ten years ago, Prime Minister Lester Pearson 
said of modern federalism that it “is a system which 
enables small and exposed communitics to combine into 
states for their mutual well-being and development - 
states which are large cnough to exist and to flourish 
in today*s world, while at the same time preserving the 


integrity of their member communities." 


Because of our attitudes, we have not achieved 
the spirit of Sir John A. MacDonald... 7 am convinced, 
however, that the reasons that brought us together into 
a federal union 110 years ayo remain no less compelling 


today. 


The basic question that has always been with us 
is what kind of federalism will best encompass and 
accommodate the economic and social diversity of our several 
regions, the duality of our language, and the multiplicity 


of our cultures to allow us to forge a new Canadian bond. 


I suggest that one of the foremost requirements 
is to maintain and strengthen our commitment to the sharing 


of the costs and benefits of Confederation. No union can 


long “endure where greut disparitves of income and of 
economic opportunity exist among different regions and 
individuals. A national government cquipped with the 
necessary constitutional powers and fiscal resources has the 
responsrbri rey ona duty vo assure Chart cnc vairrous "regions: 


share’ the: benefits of ‘natrvonnood. 


Canada vs mndusivrypal “and*nagturaks«rcsources are not 
evenly spread across the country. Head offices are centered 
in one part oftthe cotintry Soother -reqvons"Nave a 
manufacturing base /® Others are rich in resources. Are 
revenues derived from these assets to be spent in only one 
regron?) Are you prepared ‘to.sce some. sharing of your 
SCOppor Ite taxes ond Your 'Tesource Trevenucs:* Are. you 
POde at on MOVeCepalts OLA YOuUrT persconad 2ncome. Caxcs. Sucot 
ONseguer a ZAncvOpPporeupi tics. ” Dri noty «tt henn won Cannor 
SsuceCeU ean: must be one essential attribute of, nation- 


hood. 


Secondly, it 1S essential that the responsibilities 
of our governments should be allocated in a way that will 
best serve the interests of the people to whom they are 
accountable. The distribution of power and responsibility 
between governments cannot be fixed immutably, but must 


evouve Over ‘time to mect -changing conditions and circumstances. 


The tederal government has repeatedly emphasized 
its willingness to join with the provinces in considering 
more fundamental changes in the division of constitutional 
responsibilities between levels of government. >In 
his» letter conv provincial Premiers last January, -brime 


Minister Trudeau said, 


itayLll,.be ;essential forpeakbroft us 
to <benmid langnhkoi meme "the challenge .... 
in as Open-minded a way as possible 
consistent with our responsibilities, 
unburdened by commitinents to any pre- 
conceived outcome, and constrained only 
by the dictates of our sense of what 
will best serve the’ interests of 
Canaduans invsalk pants of) Canadaa” 


iim the next femdays, 7; yousw wl bbe totic thaty tne 
Simple answer, and the sole key to strengthening national Unity, 
a substantial’ transfer of jurisdiction from 7 the federal 
government’'to the provinces. This” 1s" subgect® tov cryimear 


examination. 


Canada is already one of the most decentralized 
countries in the world. A federation would lose all 
meaning to Andividuatrs Tf the sole “ranction or thee central 
government were to act"as! a funnel for tna collection “of 


taxes and the making of transfer payments to provinces. 


Theptiedcera lbagovernnent, -tovtiievextent that fe) is better 
suited than the provinces to provide certain services - 
maybe one or two of which are not within its jurisdiction 
today - should retain a strong presence in Confederation. 
Is it not virtually impossible to run a Canadian common 
market, a monetary system or to be strong in international 
markets without national economic levers? The provinces, 
on the other hand, will always be in a better position to 


provide other services some of which may now be carried 


out by Ottawa. 


As this process develops accommodations and 
adjustments must be made. No one in any part of Canada would 
voter fordal@igiadiadherence fopthesstatusyquor );Butiwhat is 
cleariasothat themnegotiationio£ theschadgustmenter and 
accommodations must be made in the interests of the citizens 


amd? ofa strengthening our) Conkedarat 1008 


Most. people, I am convinced, would preter to see 
these suscuesvdehated by politicians ~nd. governments, not 
Ont he Asis of the personal aggrandizement of themselves 
Prom thebrwovernments,, but on the basis of how ¢xisting 
and proposed services can be most effectively and efficiently 


delivered - without duplication or waste. 


No level of governinent has a monopoly on good 
administration. Rather than concentrating on secking more 
powers, governments would do well to spend more time on 
assuring that the powers they now have are exercised well. 
Onmrthe nationah scene, -thiescrequires, that sour Institutions - 
the Supreme Court, the Parliament of Canada, the federal 
government and bureaucracy - assess themselves and assure 
that they are,in fact effectively secnias (national 
institutions, responsive to the needs of a diverse modern 
state, fully reflecting the aspirations of Canadians: from 


all regions. 


The third value that issessential,«indeed 
Critical, to strengthening the foundations of our nation 
has nothing to do with attributing powers to governments. 
Quite the contrary. Surely if there is one essential 
of our society that must be beyond question, it 1s the 
recognition of basic individual civil liberties and the 
assurance that these are guaranteed to each individual 


wherever the person resides, free from interference by 


government. 


Provinces have passed human rights legislation. 
Canada has The Bill of Rights approved in 1960 and the Human 


Rights Act enacted last month. All of these are subject 
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to change at any time. Important as they are, they are 
no substitute for a comprehensive Charter of Fundamental 
Rights and Freedoms, entrenched in the Constitution, which 


has equal application everywhere in Canada. 


Fourthly, the economic strength of a fedaraeren 
depends upon the free movement of goods across provincial 
boundaries = a common market. 9 This concept has been 
buttressed by constitutional provisions and jurisprudence 
but, equally, do we not have. to (assure, the free movement 


of people within the federation? 


The Supreme Court of Canada in Winner vs SMT 
(Eastern )=ita, and Morgan vs The-Attorney "General OL P.b. I: 
addressed this concept relative to two very particular 
face patterns. It is essential that. we strengthen, the 
ability of Canadian citizens to move throughout the length 
and breadth of this country without unfair impediment of their 
Opportunities.  Similarly.,. no, law of; any) governmentein this 
country should be permitted to limit the freedom of movement 
of any Canadian, be he a Prime Minister, Leader of the Op- 
position, elected representative or any other citizen to 
speak. Canadian citizenship, if it is to mean anything, 
cannot suffer geographical limitations in issues that go 


to the very core of nationhood. 


There 1s, finally, a fifth value closely rel ves 
to, but distinct from these civil rights which = if anythafeas 
is even mére fundamental to the restoration of national unity. 
I refer, Mr. President, to the urgent need to secure the 


linguistic, rights -of,-onn-country$s two foundimie¢ cultures. 


The francophone, no less than the English- 
speaking Quebcecker, will not and should not tolerate the 
indrgnrtiés'‘of an interior Tinguistre status’ in’ hws ‘coumeny: 
The-use of Prench Or ‘English by)'what*may be a“nhumerreal 
minority tn’ certain parts of the country is not a privilege, 
a concession or something to be bargained or negotiated. 

It is nota reciprocal riqnt or, a minoxrigy rine yecteee 
quite simply, the fundamental right of a Canadian which stems 


from the very nature of Canada. 


This- does not “require’ dll .anglophones ottside 
Oyebee to learn French=nor;*tndecd, “aril franconiconc.. on 
Quebec” to "learn Engirsn.~  Seracea*yequi re nat, were 
numbers warrant, Canadians should be able to communicate 
with their government in the language of their choice, 
and should be able to educate their children in the language 
of “their ‘choice.’ “Equally, the “linguistic: rights of Canaanzans 
before our courts must be preserved in Quebec and strengthened 


in the rest of Canada. 


Some would have us believe that the promotion of 
the equality of the French and English languages 1S a divisive 
tssuc.. "eccrine: Hei level that wibut, wether dtywid ledenends 
on your attitude. National unity will not be achieved solely 
by themrecogns tion rot offwcval, language;raghts. Without..1t., 


however, we will end up with something less than one Canada. 


The Premiers have promised action for linguistic 
"eagucational rignts across Cannda. “But no Premier will 
mmpienentsequal maghts invjeducation wwithout.public support: = 
SUPPeBeLAWPENUn DLS Ownhprovanee—,~not.some,octher.,. Unless 
Provancialypublicssindicate;thoir.willingness to,develop 
scheooiwtract laticssan both.offaciadl.langquages where warranted, 
the job will not getadone..sAre, the; dawyers. here, from 
British Columbia or elsewhere prepared to return home from 


thus convention ready tovcall for, action? 


Tnis, Mmustubeydoene. avkutethe pprovinces')jurisdiction 
in education as in property and civil rights docs not and 
should not preclude government entrenching in the 
constitution these basic rights, a measure which the national 
sovernmentatoedsamust (be staken ss Sueh augquarantce Mus really 
thes essence .ofsthisicountry, andéwastin’ my view the spirit 


ofethes. god Constreucron. 
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Mrs President, the developing? stra neocon 
Confederatilont have’ now reachca weheserisis pointy. (Asul 
indicatéedat’ GhaOuUlsWith of my: aemandsey. he sora ties. 
challenge iconfronting us’ also’ presents us with! a rich 


Opportunity to forge strong and enduring new bonds of 


natYonal aiity, SP an convarce di tiha einaine Mactssek wriseucs 
Canadians can muster the will -- as we have mainy times in 


the past -- that is essential to overcome it. 


Clearly, governments must be and are prepared to 
lead; and’ inva: free society *the “kindof mnaticafiwe have, Gand 
how we solve our problems, will besdetermined by’ the political 
process. But that process can only respond to the will and 


to thes attitude’ of! dndiwidwadl “Canadians 


In the final analysis the outcome will depend on 
whether the Canadian people themselves will accept the common 
purpose that lies at the root of nationhood. As was noted 


in "A National Understanding”: 


"This means, above all, that Canadians 
must be willing to live together in 

a country of differences, accepting, 
even rejoicing, in those differences. 
It means that Canadians must accept 
and, whenever they can, create the 
conditions in which those differences 
are welcomed and can flourish, even 

if it means sacrificing some of their 
Own convenience or accommodating their 
own point of view to that of others. 
Only individuals, not governments, 

can make these kinds of choices." 


If you leave here convinced of that, you will have 


had a successful convention. 


CfA / 
uN 


neosians 
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A_challenge to the spirit of Canadians 


Notes for an address to the Convocation, 


Dalhousie University, May 12, 1977 


by 
Gordon Robertson, 
Secretary to the Cabinet 
for Federal-Provincial Relations 


It has long been the custom of our 
clergy, to search for an appropriate text on which 
tc base the Sunday sermon designed to produce a 
measure of moral uplift for their flock. I do not 
plan to deliver a sermon but I do want to talk about 
; serious subject: our country, which is today in 
grave peril. I want also to talk about the only thing 
that I think can, in the long term, save the Canada 
that we know and love. I believe that that one 
thing is a degree of greatness and generosity of 
spirit on the part of all Canadians that we have not 
Shown in the past and are not showing now. My belief 
is that unless We show it, nothing else we do will be 
sufficient to avoid, sooner or later, the departure 
of Quebec and the shattering of our dream of Canada 
"from sea-to sea". And since, I suppose, this 
proposition finds me moving into the area of man's 
attitude toward man, it is not iniuppyep er bed for me too 


to Start with a text. 


In 1863, the United States of America 
was locked in a civil war waged between a part of the 
country that wanted to leave the ee Ste aa the rest 
of the country which was determined that the union 
should be preserved intact. In his Gettysburg address 
Abraham Lincoln referred to the origins of the 
United States as “a new nation conceived in liberty 
and dedicated to the proposition that all men are 
created equal”. He went on to say that they were 
then “engaged in a great civil war testing whether that 
nation, or any nation so conceived and so dedicated, 
can long endure”. He called for a new dedication to 
the purposes underlying the union so that "this nation 
under God shall have a new birth of freedom" and that 
the high ideals on which it was founded would not 


"perish from the earth”. 


Unlike the United States at its 
Origins, we, in “~anada, had no Thomas Jefferson in 1867 
to provide an eloquent expression of ideals for the 
Confederation that was then created. We have suffered 
ever since-from that lack. But our union was produced, 
nonetheless, out of a situation of crisis and danger 


in which both the “Canada* of that day - the Ontario and 


Quebec of today - and the Atlantic colonies saw a need 
for union in order to achieve purposes greater than they 
could achieve in their separate weakness and isolation. 
But both the Atlantic colonies and the part of Canada 
that had, before 1841, been “Quebec” or “Lower Canada” 
were determined that the union would have to be one in 
which they were not submerged and in which their 
identity would not be lost. So far as the French of 
Canada were concerned, the essential thing was that they 
should remain French. There were nearly one hundred 
thousand French-speaking Canadians outside Quebec at 

the time of Confederation - in the Maritime colonies, 

in Ontario and in the west. Provisions in the Manitoba 
Act of 1870 about language and denominational education, 
as well as passages in the Confederation debates, bear 
witness to the concept some Canadian leaders of the 

day had of a country in which the two linguistic 
communities, English and French, would exist together - 
outside as well as inside Quebec. As George Etienne 
Cartier put it in 1865, speaking for the French Canadian 
element supporting Confederation: “We could not do away 
with the distinctions of race. We could not legislate 
for the disappearance of the French Canadians from 


American soil...”. 


If the United States was dedicated 

te the proposition that “all men are created equal", 

many French Canadians believe that we had, among our 
purposes, the proposition, probably little understood, 
that two linguistic communities could live together in 

one country with each respecting the rights, the 

dignity and the full existence of the other. A major part 
of our problem today is that, while many French Canadians 
understood the underlying proposition in that sense 

and lived up to it in Quebec, where they had the majority, 
few English-speaking Canadians so understood it and we 

did not live up to it where we had the majority. 

Our history for one hundred years in the provinces 

other than Quebec and in the national scene belied the 
proposition of equal co-existence - or even of co-existence - 


.Of two cultural groups. 


At this time of national crisis, we must 
try to see our history with the eyes of many French 
Canadians or we cannot hope to understand the bitterness 
that we see in Quebec today. Nor can we hope to produce 
the changes that will reduce that bitterness and allow 
this union of Canada to "have a new birth" and to endure. 
New or modified constitutions, more delegation of powers, 
more flexibility in economic policy - all of these are 


mechanics: important mechanics, but futile if we do not 


get at our root problems. Those root problems are not 
problems of constitution, of legislative powers or even 

of economics. They are problems of human dignity and of 
failures - some past, but some present - in spiritual 
generosity. French Canadians found for years that 

we, in "English Canada", did. not have the generosity 

to treat them as an equal, self-respecting community 
sharing all parts of our country and all aes of our 
national life. They found that we did not even want to 
treat them with dignity and respect within the confines of 


Quebec. 


How do the relevant parts of our history 
look to French Canadians? When I went to Quebec in 1967 
to spend about six months there, I found that a number of 
things poe very important to Quebecers that I knew 
jattle about - and had attached small importance to. An 
early series of events after Confederation amounted to a 
betrayal in Manitoba and on the Prairies of the expectation 
that the west would be as open to the French as to the 
English culture. The hanging of Louis Riel in 1885 for 
having tried to protect the interests, cruelly neglected 
by Se of the French-speaking Metis of the west was the 


first devastating blow. The bitterness that caused can 


hardly be imagined. It was still sharp when Manitoba, 


in 1890, repudiated constitutional guarantees and 

made English the sole language of the legislature, the 
law and the courts. The use of French in education 
dwindled as few French-speaking came to what had become 
a rather hostile place. In tne Northwest Territories, 
as they were left after Manitoba was established in 
1870, the population had been almost evenly divided 
between those who spoke French and English. Legislation 
in 1877 made official provision for the two languages 

in the legislature, the law and the courts. The 

balance of numbers slowly shifted - against the French. 
In 1891, provisions for the French language were 
eliminated in the Territories. In 1905, when Alberta 
and Saskatchewan were created, even the influence of 

Sir Wilfrid Laurier could not overcome the determination 
of the English-speaking to provide no place for French 
in the new provinces. French explorers and French 
Canadian voyageurs had opened the west; their Metis 
descendants and French-Canadian settlers had established 
farms, villages, schools and communities in Manitoba, 
Saskatchewan and Alberta that had been French from their 
beginnings. Yet where, in Manitoba, the French Canadians 
had guarantees, they were repudiated: where they ag xd 
guarantees they got none. The dream of a French-Canadian 
sharing in the development of the new west died - but 


the bitterness and the sense of betrayal did not. 


For a time, hope continued among French 
Canadians that, if the west was iost, at least Ontario 
would respect the rights to French education that had 
been acquired by the many thousands of French-Canadians 
living there, although the rights were not constitutionally 
protected as they had been in Manitoba. But those rights 
were brought to an end by a regulation most of us never 
heard of - Regulation i7, passed in 1913. Even in 
Ottawa, the capital of the country, education in French 
was curtailed. The Ontario of that day set its face 


against anything approaching equal treatment. 


And here in the Maritimes, an area 80 
intimately associated with the French fact from 
the early years of development of this continent, what 
was the prevailing attitude towards the large minority of 
French speakers for the hundred years after Confederation? 
It 418 only in recent times that Acadians have really 
begun to have access to high-school, technical and 
university education in French. Even cities with 
40 percent French-speaking population refused, until 
very recently, to recognize the French language and 


cuiture. 


I have, in outline, given a history 
of the two communities in Canada as many French-Canadians 


see it. They regard it as a history of all ta@ frequent 


repudiation and disrespect for the French-speaking 
community. And yet, through it all, Quebec respected 
the rights of the English-speaking community there. 
Circumstances were different of course: the 
English-speaking minority was proportionately larger 

and much more influential. But in Quebec they really 
did measure up to the concept of two communities. From 
this great difference of attitude between Quebec and 

the other provinces grew a sense, by French-Canadians, of 
being wronged - of being humiliated, insulted and trampled 
upon wherever the English-speaking were in the majority. 
A sense too that only in the province of Quebec, a 
province with a French-speaking majority, could the 
French community find the respect and the chance to be 
a community that many had hoped all of Canada would 
provide. And so they turned inward to their own 
province of Quebec for the security of their culture, 


their language and their community. 


It is this background, together with the 
economic domination of Quebec by the English-speaking 
commercial element, that provided the disillusion and 
resentment from which separatism has grown. It is 
from this too that the rejection of Canada even by 


many Quebecers who are not separatists also developed - 


developed to the point where many will no longer call 
themselves "French Canadians” - they are "Québé&écois": 
people of Quebec. The loyalty to Canada shrivelled with 
the sense that Canada felt no loyalty to them, to their 
language or to their community. We are paying the price 
today for a hundred years of failure to do what a strong 
majority could so easily do - to treat with generosity and 
respect a weaker and less numerous community that shares 


our country. 


We have, in English-speaking Canada, 
made some real progress in the last ten years or so, 
Ontario has greatly improved the provision of education 
in French and has developed governmental services in 
that language. New Brunswick, to its great credit, has 
es eubn vend the two languages as official and equal in 
Status. At the federal level, the first direct measure 
was the establishment in 1963 of the Royal Commission on 
Bilingualism and Biculturalism. We took an important 
step with the Official Languages Act in 1968. But 
Our experience since these actions demonstrates that 
laws, regulations or language provisions alone - 


however well intentioned - are no adequate remedy for 


Our problem. English-speaking Canada has not understood 


10. 


the reasons for the new languages policy approved by 
Parliament and pursued by the government. Much of 
English-speaking Canada has reacted to it with 
exasperation and even anger. We - the English-speaking - 
have not been able to understand what an insult it is to 
every French Canadian to prohibit the use of French for 
traffic control at Montreal airports - airports in Quebec, 
the heart of French Canada. It is alleged to be unsafe 
to use French as well as English - but French Canadians 
know that both French and English have been used for years 
in the great airports of Paris with apparent safety. 

They know too that most countries of the world use two - 
or more than two_- languages in air control. They do not 
believe that the support in English-speaking Canada for 
English-only in air control was based on safety alone. 
They see our backing of the strikes of controllers and 
pilots in 1976 as proof that "“English-Canada” has not 
changed: that it is as ungenerous and as unwilling to 


respect the French community as ever. 


The measures we have taken so far on 
language policy have not worked adequately because the, 
basic attitude of English-speaking Canada has not really 
changed. It would be as easy as it would be tragic if 


the action now being taken in Quebec were to prevent the 


Np 


more poSitive attitude in English-speaking Canada that 

we so desperately need. "Bill No. 1” - the new Quebec 
language law - is the product, in part, of the disrespect 
to which I have referred and of the resentment it 
produced. One can hope for some change before the Bill 
is finally passed into law but the main hope must be in a 
new confidence in Quebec - a confidence that restrictive 
legislation is not needed to protect French there because 
the environment of Canada has become one in which French 
is accepted and can flourish. Bill No. 1 must not 

become an obstacle to change in the attitudes of 
English-speaking Canada. It is rather the measure of our 
A: to change if we want to preserve our country. 

Are we prepared to do and to accept the things that are 
necessary to give security and equality to the 
French-speaking community wherever it exists throughout 
Canada? Those are the questions before the country today. 


And time is running out. 


To come through our present crisis with 
some hope of achieving or of preserving the things 
that are of greatest importance to both sides, our two 
communities have to do some clearer thinking than 
they have done so far. I am convinced that there is today 
on both sides much wishful thinking and much dangerous 


1 bus On. 


Bax 


I have already touched on what I think 
are some of the illusions on the English-speaking side - 
the illusion that changes of constitution or mechanics will 
do the trick. One version is that we can preserve the 
unity of Canada by “decentralization” of powers from 
Ottawa to the provinces or by a "special status" for 
Quebec. The decentralization myth is pervasive but it 
reeoms to me there is really very little more that can be 
constitutionally decentralized if we want to retain a 
irranageable country with a manageable economy. We are 
already one of the most decentralized countries on earth. 
As for “special status" for Quebec, the question is what 
may be possible without undermining the essentials of 
our federal system and its basic equality for the provinces. 
It is doubtful if we can go very far in this direction 
without weakening Confederation so seriously as to lead 
ultimately to the separation that such measures would be 
designed to prevent. This does not mean that we cannot 
and should not revise our constitution. We can and we 
should. We can - if we are willing - effect changes 
that wili provide more effective protection for the 
French language and culture in Quebec and ensure their’ 
flourishing development. We can give greater security 
to our minority groups everywhere, with equality of 
treatment and opportunity. We can also provide change 
and renewal to the operation of our federation 


generally: a “third option" to separation or the 
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Status quo. But that "third option” must include the 
increased understanding and the change of attitude to 
which I have referred. Constitutional change alone, 


however substantial and significant, will not be enough. 


There is a second illusion on the 
English-side: that we can save our unity by having a 
French Quebec, where no English is spoken, on the one hand 
and nine “English” provinces, where no French is spoken, 
on the other. This proposition has a seductive charm. 
We would get rid of that wretched problem of two 
languages and we would live in unilingual bliss ever 
after. But how would we communicate? What would we do 
about the minorities now in nearly all our provinces? 
How would we govern the country? Or would we have two 
governments? Sooner or later we would indeed have two 
governments - and two countries. A union of two 
sharply-drawn unilingual blocs, in each of which the 
rights of the other community had been obliterated, could 


not last. It too would be the road to separation. 


A third illusion of many English-speaking 
people is that Quebec will never be prepared to separate 
because the economic cost will be too great. f find this 


extremely dubious. It amounts to the proposition that 


14. 


national unity can be based on economic advantage alone - 
no matter what offence the situation within that union 
mav involve to human dignity or to cultural values. I 

do not believe it. Unity has to be based on some sense 
of common purpose other than achieving a bigger G.N.P. 

or a fatter pocket-book. There has to be a desire by 
people on both sides to live together, with mutual 
respect, in order to achieve things that each community 
values. If that sense does not exist, and if the Canada 
of the future seems as cold and as hostile to their language 
and culture as the Canada of the past has seemed, the 
French Canadians of Quebec will, sooner or later, 

Bats to be poorer with self-respect than richer without 
it. They are a proud people and they are not going to 


be bought. 


I have spoken of illusions on the 
English-speaking side. I think the most common illusion 
on the French-speaking side is extremely dangerous. 
The illusion there is that, if separation occurs - or 
“independence”, as they prefer to call it - it can be 
accompanied or followed by some kind of “economic 
association" between the new, independent Quebec and 
the fractured, divided Canada it would leave behind. 


I am convinced that this is a dream. The danger is 


£3 


that those who hold to it or are beguiled by it could 
walk, still in false security, over the precipice of 
separation and wake up to reality when it is too late. 

I would ask those who advance this thesis whether 

they have considered the emotional attachment most 
English-speaking Canadians really hold, in the depths of 
their hearts, for this great, shambling, awkward country? 
Have they ever thought how those emotions will be aroused 
by every issue that has to be wrangled about if 
“independence” is to occur - emotions of love and of 
pride born of the heroic accomplishment of creating this 
great, free country from rock and cold and challenge? 

You do not outrage such emotions and then expect to do a 
friendly deal. The questions to be faced will be 
terribly difficult. To suggest just a few - ig it all of 
Quebec that is to leave Confederation? The northern part 
of the province was not a part of Quebec, either in the 
French regime or at any other time before Confederation. 
It was disputed territory between England and France 

and later it became federal territory. It was added to 
Quebec only in 1912 by Act of the Parliament of Canada. 
In most parts of it there are still very few 
French-speaking Canadians - most are Indian and Inuit. 
English is the common language. Suppose a majority of 


the people of such regions vote to stay in Canada. Do 


16. 


they have a right to self-determination? Or is Canada 

to force them to go against their will? Will not Quebec 
be offended to the depths of its being if Quebec is 
divided? But will not Canada be equally outraged if 
“Canadians”, and a territory that was added to Quebec as 
a part of Canada, are forced to leave the union? 

There are other troublesome questions that some people 
try to gloss over as if they were easy. Not one will 

be easy. How much of the national debt of Canada would 
Quebec assume? There would be billions of dollars at 
issue. Who would own the tracks of the CNR in Quebec, 
joining “Canada West” to "Canada East"? They will be a 
life-line for Canada and especially for the Maritime 
provinces. What rights would “Canada” get to the 

St. Lawrence Seaway and to passage through it? There are 
a thousand other questions. By the time they had all been 
thrashed out, with controversy and argument in press 

and bdpyebe ill-will and recrimination would inevitably 
be general on both sides. I suspect they would be so 
great that we would be fortunate to come through the process 
of separation - or "independence", for it is the same 
thing - with any shred of friendship or of willingness to 
chopanane in anything. In such an atmosphere, who 

really thinks we can coolly and rationally work out 
something as complex as an economic association? But 


even if calm logic were to prevail, it is by no means 


17. 


clear that there would be any adequate advantage 

to "Canada" in having an economic association with an 
ir.dependent Quebec. It would probably seem better to 
Canada to retain its freedom to “go it alone” and to 
pursue its own best interests with its own broad economy 
than to be harnessed to a partner whose economic interests 


might be very different. 


In short, unless I am quite wrong, the 
"independence" option proposed for Quebec does not really 
include “economic association” with Canada at all. It is 
independence pure and simple. We would be lucky if it 
were independence without a festering hostility between 
Quebec and Canada that would make difficult even normal 


cooperation between independent states. 


The question the people of Quebec must 
consider is whether they really need to incur all the 
costs and all the risks of independence in order to 
achieve their essential objectives. We have a highly and 
mutually beneficial economic association now. It can 
probably be improved. Quebec has very considerable 
censtitutional powers now to protect its language and 
its culture and to ensure their strength and growth. Those 


powers can be used more effectively and they can be 
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strengthened. Is there any certainty that, in a renewed 
Confederation, the French-speaking community cannot have 

a flourishing life of the spirit - all that French 

culture holds most dear - in Quebec, with added strength 
to and from the French-speaking communities in other 
provinces? Unless there is great certainty that these 
objectives of French Canada cannot be secured, while 

still preserving our present economic union, it would seem 
to be the height of folly to incur all the risks - and 

all the enormous losses - that separation would almost 


certainly involve. 


It seems to me that the best interests 
of both our communities, English-speaking and 
French-speaking, coincide in seeking a renewal of our 
present association within a modified Confederation. 
We both have so much to lose in a fracturing of this country 
into resentful, embittered fragments that we both must 
be prepared to m-ke the adjustments of attitude and the 


concessions of mechanisms that will avoid it happening. 


We should, I think, also try to have 
wore perspective about our problems. If we are seriously 
concerned about civilization and peace in the world, we 


have an obligation to see that the destruction of this 
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Canada of two languages and cultures does not happen. 
There are some 2,500 languages and dialects on this earth. 
T’.cre are less than 150 states in which to accommodate 
them. Most of the countries of Africa and Asia are 

trying desperately to preserve unity and civilized behaviour 
with linguistic and cultural divisions far worse than 
ours. Our challenge is not ours alone: it is the 
challenge of a diverse humanity crowded onto a small 
planet. Our two peoples in Canada are among the most 
fortunate in the world - in wealth, education, cultural 
enrichment and traditions of personal freedom. French 
philosophical humanism and British Parliamentary democracy 
are among the great accomplishments of civilized man. 

We are the inheritors of both traditions in a way that is 
unique in the world. If we fail - after 110 years of 

free self-government as one country - who can hope to 
succeed in solving this basic problem of the human 
condition? Both our communities must find the greatness 
of spirit that will accommodate our two languages and our 
two cultures in mutual generosity and full equality so 


that Canada can and will endure. 
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THE BANK OF 


The New Federal-Provincial Fiscal Arrangements 


After a series of long and sometimes 
arduous negotiations, the federal and 
provincial governments achieved agree- 
ment last December on what is un- 
doubtedly one of the most important 
milestones in the long history of inter- 
governmental financial arrangements in 
this country. The agreement, which has 
now been incorporated into federal leg- 
islation, and took effect on April 1, 
continues a basic structure of harmon- 
ized definitions and tax collecting ar- 
rangements that was begun over 35 years 
ago. But it also preserves the elaborate 
system of equalization payments 
directed towards the less favoured prov- 
inces; there are rather complicated-mea- 
sures to assure the relative stability of 
provincial government revenues; and 
(what is particularly noteworthy in this 
instance) it provides a major and much- 
needed disentangling of the responsibi- 
lities and financing for three major so- 
cial programs in which there has been 
a formal sharing of costs between the 
federal and provincial governments: 
namely Hospital Insurance, Medicare 
and Post-Secondary Education. 

The new legislation, which goes by the 
forbidding title of the Federal-Provincial 
Fiscal Arrangements and Established Pro- 
grams Financing Act, 1977, is obviously a 
very comprehensive and complex affair. 
And its significance may also have been 
obscured by the political rhetoric which 
is an almost inescapable feature of ne- 
gotiations among eleven sets of politi- 
cians, as well as by the deeper political 
concerns that have been raised by last 
November’s election in Quebec. Yet the 
kind of financial arrangements that can 
be established within any federal state 
are crucial to its whole operation; and in 
a good many respects the new Canadian 
agreements constitute a most encourag- 
ing surge of progress in the long evolu- 


tion of this country’s federal-provincial 
relationship. It is thus the purpose of this 
REVIEW to try to throw some useful light 
and perspective on what has now actu- 
ally been achieved, first through a brief 
tracing of significant historical back- 
ground, and then through a discussion 
of some of the key issues involved.* 


Cooperation in the Tax System 


The present system for levying and 
collecting income taxes in Canada 
can be traced back in large part to 
the Wartime Tax Rental Agreements 
reached by the Government of Canada 
and the provinces in 1941. Those agree- 
ments themselves represented a kind of 
second effort in this area as they followed 
an abortive federal-provincial confer- 
ence that had been called to consider the 
far-reaching proposals of the Rowell- 
Sirois Commission.t What emerged was 
a pragmatic adjustment to the prospec- 
tive large requirements of the federal 
government for financing the Second 
World War. In the light of previous 


*The picture which a Review can give of this 
complex area is necessarily a broad-brush one. The 
reader interested in a fuller discussion of the 
background is referred to A. Milton Moore, J. 
Harvey Perry and Donald I. Beach, The Financing 
of Canadian Federation: The first hundred years, Cana- 
dian Tax Foundation, Toronto, 1966; to James H. 
Lynn Federal-Provincial Fiscal Relations, a study for 
the Royal Commission on Taxation, Queen’s 
Printer, Ottawa, 1967; to George E. Carter, Cana- 
dian Conditional Grants Since World War IT, Canadian 
Tax Foundation, Toronto, 1971; and to the papers 
on federal-provincial relations contained in the 
proceedings of the annual conventions held by the 
Canadian Tax Foundation. Recent developments 
have been covered in material published by many 
of the governments involved. 


7This Commission, formally known as the Royal 
Commission on Dominion-Provincial Relations, 
had been set up as a result of the financial strains 
of the 1930s. Its recommendations were not ac- 
cepted but its research and analysis have in- 
fluenced much later thinking on federal-provincial 
relations. 


federal-provincial disagreements and 
provincial concerns not to forgo perma- 
nently their rights to the tax fields in- 
volved, these first agreements were ex- 
plicity temporary in nature, scheduled 
to expire after the end of the war. 

Thus, for a time, all provinces surren- 
dered their constitutional right to im- 
pose personal income taxes and direct 
taxes on corporations. In return, the 
Government of Canada made rental 
payments, under several options which 
took some account of the special finan- 
cial needs of those provinces whose reve- 
nue bases and debt loads were under 
particular strain. 

A successor set of tax rental arrange- 
ments, much like the one reached dur- 
ing the emergency conditions of war- 
time, was negotiated in 1947, and with 
some later revisions it lasted until 1957. 
These tax rental agreements again 
were reached as a second try after some 
of the provinces had rejected a wide- 
ranging set of federal proposals present- 
ed in 1945-46 at federal-provincial con- 
ferences on postwar reconstruction. 

In part, the thrust behind the changes 
actually made at this time related to the 
new thinking that had developed about 
the active use of fiscal policy as a key 
instrument in maintaining a high level 
of employment, thinking which in- 
cluded appropriate variations in tax 
rates as a task for a central government. 
There was federal concern, too, that the 
real benefits achieved under the wartime 
system by way of standardizing defini- 
tions and tax bases across the country 
should not be dissipated. 

These rental payments were made to 
agreeing provinces on the basis of their 
choice of several options based on dif- 
ferent mixtures of per capita payments 
and of a measure of “fiscal capacity” 
(i.e., the productiveness of the revenue 
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base which the province was surrender- 
ing). However, not all provinces were par- 
ties to these agreements. Quebec never 
entered into such an agreement; and 
Ontario only entered into one in 1952 
when an additional more favourable 
option was provided to it. 

Despite some attractive features, these 
agreements had several drawbacks. In 
particular the provinces which signed 
up, and those which did not, could 
receive quite differing treatment. Be- 
tween 1947 and 1952, for example, nei- 
ther Ontario nor Quebec imposed their 
own personal income taxes.* Yet neither 
province (nor their taxpayers) received 
any compensation for leaving this field 
as effectively open to the federal govern- 
ment as had the agreeing provinces. 

After much political bargaining, a 
major redesign was therefore made with 
the Federal-Provincial Tax Sharing Act 
of 1957. These negotiations produced a 
system which bears much closer resem- 
blance to the present one than did the 
old tax rental agreements. The big step 
taken was the clear-cut distinction 
drawn between tax rental payments (to 
provinces coordinating their tax bases 
and collection systems with those of the 
Government of Canada) and federal 
equalization payments to less favoured 
provinces. 

Two alternative arrangements were 
devised to facilitate the joint occupation 
of the major direct tax fields in which 
both federal and provincial governments 
have constitutional rights. Under the tax 
collection scheme the federal govern- 
ment paid directly to each agreeing 
province three “standard taxes” —10% of 
federal personal income tax, 9% of cor- 
porate taxable incomef and half of fed- 
eral estate taxes on its residents. While 
the federal government administered tax 
collections for these provinces free of 
charge, it also fixed their tax rates and 
defined all the framework of their tax 
systems. For provinces which did not 
take part in the special tax collection 
system, the federal government provided 
for abatements corresponding to the 
“standard taxes; i.e. it reduced the sched- 
ule of federal tax rates imposed on their 
residents by the appropriate amounts. 

Equalization payments (discussed in 
more detail later) were specifically sepa- 
rated from these tax-sharing arrange- 
ments. ‘hus a provincial government 
and its residents were as well off if the 


“That these two provinces refrained from tilling 
this fertile field provides a striking indication of 


how much the financial demands on provincial 
governments have grown since the first years of the 
postwar period. 

+Note that this transfer was 9% of corporate 


profits, not of taxes on corporate profits. 
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province did not take part in the federal 
collection arrangements as if it did; but 
against the freedom to set its own rates 
and its own tax schedules a province had 
to weigh the cost of setting up its own 
collection apparatus and the extra bur- 
den on its residents. 

Quebec took full advantage of the 
abatement offered and set up its own 
complete collection system. Ontario en- 
tered into a collection agreement only 
in respect of the personal income tax, 
though it also adhered to the rules that 
had been worked out by the federal 
government and the agreeing provinces 
for allocating corporate income amongst 
jurisdictions. And after some revisions to 
these rules, Quebec moved several years 
later to rules which were for most pur- 
poses the same as those applied by the 
other Canadian jurisdictions.* Thus 
Canada has managed to avoid some of 
the manifold problems such as “discrimi- 
nation, excessive costs of tax litigation, 
costly compliance and victimization of 
exposed businesses—and noncompliance 
by other businesses; twhich lack of uni- 
formity of state corporate income taxes 
has produced in the United States. 

The system established in the 1957 
legislation has been amended quite a 
bit over the twenty years which have 
followed, mostly in the direction of a 
significant further withdrawal of the 
federal government from the personal 
income tax field. This federal with- 
drawal has undoubtedly not been as big 
as many of the provinces would have 
liked, but it has nevertheless helped to 
accommodate the provincial govern- 
ments in their efforts to meet the large 
and growing demands for provincial and 
local expenditure characteristic of the 
postwar period. As well, provinces which 
take advantage of the federal govern- 
ment’s willingness to administer the in- 
come tax system for them now have a 
good deal more flexibility than they did 
two decades ago. 

Much of the progress in these direc- 
tions came with the 1962 Act and with 
further negotiations in the years imme- 
diately following. As a result of the 1962 
Act (which continued the pattern of 
renegotiations of federal-provincial fis- 
cal arrangements at five-year intervals), 
the federal government reduced its own 
share of total personal income tax col- 
lections further. The standard abate- 


*Ernest H. Smith “Allocating to Provinces the 
Taxable Income of Corporations: How the Fed- 
eral-Provincial Allocation Rules Evolved,” Cana- 
dian Tax Journal, September-October 1976, pp. 
545-571 gives a detailed history of developments in 
this area. 


tJames A. Maxwell and J. Richard Aronson, 
Financing State and Local Governments, 3rd edition, 
Brookings Institution, Washington, D.C., 1977, 
po [258 


ment of personal income tax to prov- 
inces (which had risen from 10 to 13 
percentage points in 1958 after a change 
of government at the federal level) rose 
from 13 per cent to 16 per cent in 1962; 
and further increases of one percentage 
point a year were scheduled for the next 
four years, bringing the total planned 
abatement to 20 percentage points of 
federal personal income tax by 1966. 
And following another change of gov- 
ernment at the federal level it was ar- 
ranged to add an additional permanent 
two percentage points to the abatement 
in each of 1965 and 1966, bringing it to 
twenty-four percentage points in 1966. 

In 1962 also there was a formal and 
partly symbolic move away from a tax 
rental system which had made it diffi- 
cult for provinces to set their own rates. 
Under the new arrangements, the Gov- 
ernment of Canada continued to abate 
to the provinces a specified and standard 
percentage of a notional federal basic 
personal income tax. The federal gov- 
ernment collected for itself this notional 
tax less the standard abatements made 
to the provinces (but plus certain sur- 
charges which were not part of federal 
basic personal income tax). The federal 
government also collected personal in- 
come taxes for the nine provinces which 
had collection agreements with it at 
rates similarly specified as a percentage 
of the national federal basic personal 
income tax. But for the first time, the 
levels of taxes to be applied to residents 
of participating provinces were to be set 
by the province in question. Thus agree- 
ing provinces were free to set their own 
tax rates, though these rates were in 
effect applied to personal income as 
defined for federal tax purposes and to a 
schedule laid down by the federal gov- 
ernment. At the same time comparable 
arrangements were made in respect of 
corporate income taxes. 

Only two of the provinces took quick 
advantage of their new ability to change 
tax rates while staying within the federal 
tax collection system. Most of them, for 
the shorter-term, preferred to develop 
other tax fields. In the last few years, 
however, most provinces have varied 
their tax rates. Now only Ontario, out of 
the nine provinces using the personal 
income tax collection facilities of the 
federal government, has not done so. 
And most of the provinces for which the 
federal government collects corporate in- 
come taxes have adjusted these rates too. 

Since 1962 there have been no further 
wholly unconditional transfers of “tax 
room” to the provinces. An additional 
four percentage points of personal in- 
come tax and one point of corporation 
income were made available to all prov- 
inces in 1967, but this was related to 
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shared-cost spending in the field of Post- 
Secondary Education. With the 1972 
Act, however, there was a change in the 
basis upon which provincial personal 
income tax is calculated. From 1972, 
provincial income taxes were express- 
ed as a percentage of actual federal basic 
personal income tax due (rather than 
calculated on the basis of a notional 
federal basic tax from which abate- 
ments were subsequently subtracted). 
In part this change was to get around a 
possible implication of the abatement 
procedure that there was a “standard” 
and therefore especially appropriate 
level for provincial taxes. Also, in the 
wake of the Report of the Royal Com- 
mission on ‘laxation (the Carter Com- 
mission), the federal government’s White 
Paper on ‘Tax Reform and the long 
drawn-out process of discussion, a major 
reform of the income tax was instituted 
at the beginning of 1972. And to pro- 
duce equivalent amounts of provincial 
revenue a technical rate adjustment was 
required. Thus the old standard federal 
abatement of 28 percentage points of 
federal basic personal income tax be- 
came a provincial tax rate of 30.5% of 
federal tax payable from 1972 to 1976.* 

In 1972, also, it became possible for 
provinces using the tax collection facili- 
ties of the federal government to make a 
variety of changes to the structure of the 
personal income taxes they impose. 
Thus a province may now impose cer- 
tain kinds of special surcharges or re- 
bates on taxes above or below specified 
levels. And five of the nine provinces 
currently using the federal collection 
arrangements for the personal income 
tax have supplementary arrangements 
for special tax credit schemes, used for 
such purposes as offsetting the regres- 
sivity of provincial retail sales taxes. This 
kind of arrangement adds to the diver- 
sity of the personal income tax across the 
country. But it satisfies the desires of 
provincial governments for flexibility to 
meet their own policy priorities without 
requiring additional filings by individu- 
als or costing the Government of Can- 
ada money or manoeuvrability. 


Revenue Guarantees 


In all the tax agreements made since 
1941 the federal government has pro- 
vided some assurance of a revenue floor 
to the provinces. In their modern form, 
such revenue stabilization efforts date 
back to the 1967 arrangements. Over the 
years this program has been extended in 
scope and with the 1972 Act there was 


*For the same reason, the four percentage points of 
personal income tax abated to provinces for Post- 
Secondary Education, but included in the 28 
points of abated tax, changed to 4.357% of fed- 
eral personal income tax. 


provision for a deficiency payment to 
any province whose total revenues from 
all sources except the revenue stabiliza- 
tion program itself fell below the level 
reached in the previous year (after an 
adjustment to exclude the effects of any 
changes in tax rates). Since then, how- 
ever, there has been enormous upheaval 
in world oil markets, and a good deal of 
volatility in commodity markets gener- 
ally. In consequence, a special proviso 
has been inserted in the 1977 version 
of the Act limiting the federal govern- 
ment’s exposure in the event of reduc- 
tions in a province’s revenues from natu- 
ral resources. It is perhaps worth noting, 
however, that the federal government 
has never had to make any payments to 
provinces under the revenue stabiliza- 
tion program since its introduction in 
1967. 

The arrangement now specifically 
known as the Revenue Guarantee dates 
back only to the major changes in the 
tax structure introduced in 1972. To 
encourage a continuing national uni- 
formity of the basic income tax system, 
the federal government guaranteed that 
no province would have smaller total 
receipts from personal and corporate 
income taxes under the new tax struc- 
ture than it would have had under the 
previous one. The original offer was a 
guarantee for three years but after nego- 
tiations with the provinces it was ex- 
tended for a full five-year period. This 
guarantee was later expanded to com- 
pensate provinces for the cost of follow- 
ing most federal changes to the income 
tax (a major exception being made for 
the indexing of the personal income tax 
structure that began in 1974). Current 
estimates are that payments to the prov- 
inces under the Revenue Guarantee in 
respect of the 1976 tax year will amount 
to around $870 millions, about half of 
this due to changes in the federal tax 
structure since 1972. 

Not surprisingly, the future of this 
Revenue Guarantee was a major issue in 
the latest round of negotiations on the 
new federal-provincial arrangements. 
The Government of Canada argued that 
the Revenue Guarantee had explicitly 
been for a period of transition to the 
reformed tax system and that the prov- 
inces now had the experience needed to 
fix rates at the levels needed to produce 
revenue in line with their requirements. 
The provincial governments, by con- 
trast, were naturally very interested in 
these unconditional funds being pro- 
vided on a continuing basis so as to limit 
their recourse to explicit taxation of their 
own residents. Initially the provinces 
formed a common front to seek as com- 
pensation for the end of the Guarantee 
an abatement of four percent of federal 


personal income tax equalized to the 
yield in the highest province (i.e. with 
supplementary cash payments to nine 
provinces to make the per capita value 
of such an abatement in every prov- 
ince equal to its value in the wealthiest 
province). 

The final result was one of the more 
interesting displays of public bargaining 
in Canada in recent years. In the end a 
last-minute compromise was reached. 
The federal government surrendered two 
percentage points of its personal income 
tax, half in cash and half as tax room 
(both equalized to the national average). 
The federal government presented this 
transfer as being in final settlement of all 
outstanding issues, but there can be no 
doubt that the Revenue Guarantee was 
the most important of these issues. As 
well, the federal government committed 
itself to pay for losses in provincial in- 
come tax revenue arising when a prov- 
ince follows a federal change in the 
personal income tax structure if the 
relevant provincial revenue loss is more 
than one per cent of basic federal tax in 
that province. This new guarantee ap- 
plies only if the federal changes are 
announced after the beginning of a tax 
year to take effect in that same year. 

This guarantee limits the exposure of 
provincial governments to unpredictable 
changes in their revenues arising from 
maintaining a uniform tax system. But 
it also limits the federal government’s 
commitment to the first tax year in 
which a change is in effect. Initially this 
guarantee was to be only to the nine 
provinces for which the federal govern- 
ment collects personal income tax. After 
a request from Quebec, however, the 
guarantee was made available to that 
province also for instances when it 
changes its personal income tax in par- 
allel with moves at the federal level. 


Equalization Payments 


For twenty years now, equalization 
payments have been made by the federal 
government to the provincial govern- 
ments having lesser abilities to raise 
revenues from their own economies. The 
objective has been to facilitate the pro- 
vision of a reasonably adequate level of 
public services across the country with- 
out some provinces needing to resort to 
levels of taxation which are excessively 
stringent by the standards of the richer 
provinces. Table | shows the current 
importance of these payments to the 
recipient provinces. 

The equalization system is now based 
on a sophisticated “representative pro- 
vincial tax system” which takes all pro- 
vincial sources of revenue into account. 
Even local school taxes are included in 
recognition of a perceived national inter- 
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Table 1. 
THE GOVERNMENT OF CANADAS 
EQUALIZATION PAYMENTS 1977-78 
Total Per Capita 
Payments to: ($ million) ($) 
Newfoundland 269 479 
Prince Edward Island 70 577 
Nova Scotia 349 416 
New Brunswick 276 394 
1262 200 


Quebec 
Manitoba 201 194 
Saskatchewan 39 4] 


TOTAL 2467 


Source: Treasury Board, Federal Expenditure Plan: How your tax 
dollar is spent, Ottawa, 1977, Table 22. 


Notes to Table 
1. Component figures do not add precisely to total because of 
rounding 


2. The figures are estimates of payments in respect of 1977-78, 
rather than final figures and do not include adjustments to be 
made during 1977-78 in respect of payments in previous years 


est in having children in lower-income 
provinces able to enjoy reasonable stan- 
dards of public education. A province 
whose per capita revenue receipts from 
such a representative system are less than 
the national average per capita yield re- 
ceives special federal payments equal 
to the per capita shortfall multiplied 
by its population. 

This procedure was amended in 1974 
after the escalation of world oil prices. In 
recognition of the windfall additions to 
the oil and gas revenues of producing 
provinces and in light of disruptions 
therefore developing to the existing ar- 
rangements, the equalization formula 
was changed so that only one-third of 
increases in oil and gas revenues above 
1973-74 levels would be taken into ac- 
count. With the 1977 Act a second 
amendment was made. The volatility 
of markets for resource products 1s 
now recognized in a more consistent 
manner, with only half of provincial rev- 
enues from all non-renewable natural 
resources being included in the equali- 
zation formula. 

The unconditional—“‘no strings- 
attached”—nature of equalization pay- 
ments is worth emphasizing. The equa- 
lization system, as well, is based on the 
measured ability of a province to raise 
revenues, rather than on the vigour with 
which it actually does tax its residents. A 
province could both have an unproduc- 
tive revenue base and use that base 
relatively lightly by average standards— 
though the less affuent provinces gener- 
ally do have relatively high tax rates. 

Equalization payments can be con- 
sidered as descendants of the uncondi- 
tional “National Adjustment Grants” 
proposed in 1940 by the Rowell-Sirois 
Commission. One difference is that these 
grants were to be based on comparisons 
of both ability to raise revenues and 
cost of providing services with the na- 
tional average (though the cost of pro- 
viding average services would have been 
extremely difficult to measure). A sec- 


ond important difference is that the 
Rowell-Sirois Commission’s recommen- 
dations were rejected by the three prov- 
inces which would not have received 
National Adjustment Grants whereas 
equalization payments are generally 
accepted today as an integral part of 
Canadian federalism. 


Shared-Cost Programs 


The final important area covered by 
the new legislation is the financing of 
some of the big programs whose fund- 
ing is shared by federal and provincial 
governments— Hospital Insurance, Med- 
icare, and Post-Secondary Education. 
Shared-cost programs have been used in 
a wide variety of fields, from transporta- 
tion and agriculture to education and 
welfare, and have become one of the 
distinctive features of Canadian federal- 
ism. Indeed a comprehensive catalogue 
of federal-provincial programs and ac- 
tivities, the great bulk of which are 
shared-cost programs, is around one and 
one-quarter inches thick and more than 
500 pages long.* However, much the 
largest part of activity under shared-cost 
arrangements is accounted for by the 
three programs covered by the new Act 
and by the Canada Assistance Plan 
(a welfare program whose future is 
currently the subject of negotiations 
between the federal and provincial 
governments). 

The Government of Canada’s position 
on shared-cost programs has generally 
reflected a broad perception of the na- 
tional interest.+ Part of the rationale for 
the expansion in 1967 of federal pro- 
grams supporting Post-Secondary Edu- 
cation, for example, was bringing the 
superior resources and credit standing 
of the federal government to bear in 
an area where heavy financial pressures 
were developing on provincial govern- 
ments. A part of the background to the 
federal presence in Hospital Insurance 
and in Medicare was a concern for such 
national standards as portability of cov- 
erage across provincial boundaries. A 
more general argument, too, has been 
that, because other provinces or the 
nation as a whole may bear some of the 
social and economic costs produced by 
a shortfall of public services in a partic- 
ular province, there is a broad national 
interest in certain minimum services 
being provided in all provinces. 


*4 Descriptive Inventory of Federal- Provincial Programs 
and Actwities, Federal-Provincial Relations Office 
(59 Sparks St., Ottawa). 


tFederal-Provincial Grants and the Spending Power of 
Parliament, Ottawa, Queen’s Printer, 1969, a work- 
ing paper produced as background to the 1969- 
71 negotiations on the Constitution, discusses 
shared-cost programs from a federal point of view 
and gives some references to the constitutional 
literature. 


The public views of most provincial 
governments on shared-cost programs 
have been more mixed.* There have 
been objections (notably but not exclu- 
sively from successive governments of 
Quebec) about the appropriateness of 
federal spending in areas which for the 
most part the B.N.A. Act placed under 
provincial jurisdiction.t| Much of the 
comment by provincial spokesmen, 
however, has focussed on the need for 
adequate consultation and on concerns 
about the distortions to provincial pri- 
orities which shared-cost programs can 
introduce. There have also been un- 
happy provincial comments on the 
administrative rigidities which shared- 
cost programs can involve. Detailed fed- 
eral audits of provincial spending have 
been an irritant as well as a less-than- 
effective use of resources. Sometimes, 
too, particular kinds of outlays have 
been “sharable” but other closely related 
and more economical kinds of spending 
have not been sharable. (It is ironic 
though, that many of these items on the 
list of provincial complaints about the 
federal government are repeated in 
municipal discussions of provincial- 
municipal relations). 

Analysts outside official circles, too 
have had mixed feelings about shared- 
cost programs and one of the biggest 
concerns has been about the blurring of 
the lines of official responsibility and 
accountability to the electorate. 

In all of the four big shared-cost 
programs as they were set up through the 
late 1950s and the 1960s, the federal 
government essentially matched total 
provincial outlays on a dollar-for-dollar 
basis, despite variations in the exact 
arrangement from program to program. 
In both the Canada Assistance Plan and 
the Post-Secondary Education Arrange- 
ments, the sharing has been explicitly 
50-50 on eligible outlays.t And for Hos- 
pital Insurance and Medicare the pay- 
ments to provinces were calculated on a 
formula which takes national average 
per capita outlays into account. This 
* Supplementary Papers on Federal-Provincial Finance, . 
presented to the Legislative Assembly of Ontario 
on March 28, 1972 along with that year’s budget 
and prepared by the Ministry of Treasury, Eco- 
nomics and Intergovernmental Affairs, Taxation 
and Fiscal Policy Branch provides some provincial 
perspective on these questions as does the one of 


Budget Papers presented as part of the 1977 
Ontario Budget. 


tIn the 1950s, in fact, Quebec refused to allow its 
universities to accept direct grants from the federal 
government, education being an area of provincial 
jurisdiction. And recognition of provincial con- 
cerns on this point explains why funds going to 
provinces as matching contributions from the 
Government of Canada for their spending on 
Post-Secondary Education have been described 
formally as unconditional grants, even though 
cost-sharing contributions are usually taken to be 
synonomous with conditional grants. 


(tsee footnote overleaf) 
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difference, however, did not alter the 
open-ended nature of the commitments 
which the federal government had 
made. 

The special “contracting out” mecha- 
nism negotiated in the mid-1960s 
through which Quebec has participated 
in several shared-cost programs (notably 
Hospital Insurance and the Canada As- 
sistance Plan) also did not make a sig- 
nificant difference to this pattern.* 
Under these arrangements Quebec re- 
ceived additional abatements of per- 
sonal income tax plus special adjusting 
cash payments to bring its total receipts 
to what they would have been if it 
participated in these shared-cost pro- 
grams in the same way as the other 
provinces. But these abatements of tax 
points and cash adjustment payments 
were made to Quebec on conditions 
(such as those covering sharability of 
outlays and reporting requirements) op- 
erationally the same as those agreed 
upon by the federal government and the 
other nine provinces. 

After these programs had got under 
way, the federal government became 
increasingly concerned about both the 
rapid growth in its outlays under them 
and the open-ended nature of its com- 
mitments. More and more federal offi- 
cials came to be aware of some of the 
drawbacks to the matching payments 
mechanism, particularly that each pro- 
vincial administration bore only about 
half of the burden of growth of its 
spending in the major share-cost pro- 
grams. There still was a view that open- 
ended matching payments might have 
been an important element in the first 
years of a share-cost program. They were 
looked on as having been useful in 
encouraging the provinces to enter these 
programs and perhaps necessary in the 
period when levels of program activity 


tWhile the big part of the federal contribution to 
Post-Secondary Education was in the form of tax 
abatements, there were adjusting cash payments 
to bring total provincial receipts up to the 50% 
share. The one point of corporate income abated 
to the provinces for Post-Secondary Education 1s 
something of a historical relic. Originally one 
point of corporate income had been abated to 
Quebec in 1960 as a substitute for the direct 
federal grants made to universities in the other 
provinces. It was extended to all provinces in the 
mid-1960s when the federal government moved to 
expand its total support of post-secondary educa- 
tion and harmonize its support of universities and 
other forms of post-secondary education; and 
university grants were dropped. The personal 
income tax has, however, been found more suitable 
than the corporate income tax for abatement to 
provinces because its yield is not as cyclically 
volatile and it has a stronger underlying trend of 
growth. 


*Originally, the “opting out” arrangements were 
intended to be temporary; a permanent resolu- 
tion, however, was delayed by tax reform and by 
negotiations between the federal government and 
other provinces about these same programs. 


and costs were still being established. 
But the situation was thought different 
for a “mature” program where costs were 
known with some degree of precision, 
where adequate levels of services were 
being provided and where provinces 
would continue to provide them. In 
these circumstances, the thinking was 
that the matching payments mecha- 
nism—and the so-called “fifty-cent 
dollar” —could well unbalance the prior- 
ities of provincial governments as _ be- 
tween shared-cost items and other spend- 
ing fields. It diminished the incentives 
for a provincial government to exercise 
the same care in controlling expenses in 
areas covered by shared-cost programs as 
was shown in other areas of activity. 

At the same time, however, the Gov- 
ernment of Canada could not simply 
walk away from its role of financially 
assisting provincial activity in these 
areas. It had, after all, encouraged prov- 
inces to move into some of them in the 
first place and there was a continuing 
desire to maintain some of the nation- 
al standards—such as portability across 
provincial boundaries—which originally 
had encouraged federal participation. 
On several occasions in the last decade, 
therefore, the Government of Canada 
put proposals to the provinces which 
would remove the explicit linkage be- 
tween provincial spending and federal 
contributions for some of the big 
shared-cost programs. The general idea 
was to relate growth in its grants to 
growth in some measure of the size of 
the economy or returns from the tax 
system. 

One such proposal about transfers for 
Post-Secondary Education was made 


Table 2. 


Cash Payments 


during the negotiations preceding the 
1972 Act. The provinces did not accept 
it, largely as the result of unease about 
their potential exposure to rising pro- 
gram costs. The federal government, 
therefore, chose an alternative tack; and 
a limit of 15% to the increase in any 
one year of total federal contributions 
(abatements plus cash) for Post-Second- 
ary Education was part of the package 
eventually emerging from the bargain- 
ing sessions. This limit has in fact put a 
ceiling on federal contributions in recent 
years. 

Much the same sequence of events 
repeated itself in the fields of Hospital 
Insurance and Medicare. No agreement 
was reached in 1974 about analogous 
proposals for different arrangements for 
federal support of these programs. In 
1975, therefore, the federal government 
amended the Medical Care Act to place 
upper limits on the annual increases in 
its contributions; and it gave five years 
notice (as required by the Hospital 
Insurance Act) of its intention to ter- 
minate the Hospital Insurance agree- 
ments with provinces in 1980. These uni- 
lateral federal measures were a big 
factor in the background to the recent 
federal-provincial negotiations. 

With the limits on annual increases 
in its contributions the Government 
of Canada had partly dealt with prob- 
lems of rapid growth in its spending on 
Post-Secondary Education and on Med- 
icare. Yet the Hospital Insurance scheme 
still remained to be renegotiated. The 
method of arbitrary limits on increases 
in total federal contributions could pro- 
duce inequities amongst the various 
provinces. In these circumstances it was 


FEDERAL SHARE OF ESTABLISHED PROGRAMS FINANCING, 1977-78 
$ million 


Tax Transfers Extended 


Post- 
Secondary 
Education 


Hospital 


Payments to: Insurance Medicare Sub-total 


Health 
Care 
Transfer 


GRAND 


Direct Equalization Sub-total TOTAL TOTAL 


Newfoundland ie) 12 

Prince Edward Island J] 

Nova Scotia 56 

New Brunswick 

Quebec 

Ontario 

Manitoba 25 45 
Saskatchewan 61 22 39 
Alberta 130 46 85 
British Columbia 147 52 96 


39 35 74 144 1] 156 
8 8 16 30 2 33 
74 36 110 223 17 240 
55 37 91 14 193 
731 92 823 125 1890 
1300 1300 169 25/5 
114 136 21 295 
100 124 19 265 
256 256 37 555 
385 385 51 731 


TOTAL 1572 558 1020 


3061 254 3315 467 6932 


Sources: Treasury Board, Federal Expenditure Plan: How your tax dollar is spent, Ottawa, 1977. Table 22. 
Minutes of Proceedings and Evidence of Standing Committee of House of Commons on Finance, 


Trade and Economic Affairs, March 8, 1977, Appendix “FTE-12”. 


Notes to table: 
1. Component figures may not add exactly to totals because of rounding. 


2. Under the new arrangements for financing established programs, the federal government's contribution is not specifically linked to provincial outlays 
The distribution of the cash payments amongst the programs, therefore, is necessarily arbitrary; the figure here for each program Is based on its share of 


the total for the three programs in the 1975-76 fiscal year. 


3. The figures are estimates for 1977-78 rather than final figures and do not include adjustments to be made during 1977-78 in respect of payments during 


previous years, 


4. The direct tax transfer consists of an abatement of 13.5 percentage points of federal personal income tax and one per cent of taxable corporate income 
The equalization payments associated with these taxes and shown in this table are also included in the equalization payments shown in Table 1 


5. The cash amount for Quebec includes the value of a personal income tax abatement to place the figure on the same basis as those for the other provinces 


THE BANK OF NOVA SCOTIA 

hoped that negotiated arrangements 
would clear the air for future federal 
dealings with the provinces. And there 
was a feeling that it would be desirable 
to have some sort of a per capita ele- 
ment in the federal contributions to 
the shared-cost programs, partly to take 
additional account of the position of 
the less prosperous provinces. 

Some of the provinces, too, came to 
the bargaining table with specific aims 
in mind. Since the 1960s, a number of 
them had become more interested in a 
restructuring of the major share-cost 
programs under which they would take 
on more of the policy-making and ad- 
ministrative responsibilities, in return 
for extra tax room.* The hope was that 
the provinces would be enabled to man- 
age these programs (especially health 
programs) more effectively with such 
enhancement of their authority. The 
approach to a reworking of the shared- 
cost arrangements did, of course, vary 
from province to province. Some of the 
more affluent provinces focussed espe- 
cially on tax room whereas some of the 
less affluent ones were rather more inter- 
ested in cash payments from the federal 
government. But at the meetings of First 
Ministers in the summer of 1976 more 
than half of the provinces expressed 
their interest in greater responsibilities 
coupled with increased federal tax 
abatements. 


The New Financing 
Arran gements 


It was out of all these considerations 
that an agreement was reached last De- 
cember on new financing arrangements 
for the major shared-cost programs other 
than the Canada Assistance Plan. Con- 
tributions from the Government of Can- 
ada will no longer be directly related to 
provincial expenditures, but instead will 
rise with the growth of the economy. 
Conversely, the provincial governments’ 
receipts in respect of these programs will 
no longer be tied to their outlays in the 
specific areas concerned, although the 
provinces have committed themselves to 
continue to meet certain standards in 
some key respects. 

About half of the federal contribution 
now will be in cash with the rest to be in 
abated tax room. In time the cash pay- 
ments to each province will come to be 
determined by a formula using half of 
the national average per capita federal 
payments in a 1975-76 base period, 
escalated by a moving average of growth 
rates for per capita Gross National 
Product. For the shorter term, there will 
be some temporary adjustments to bring 
the move to a uniform scale of payments 


*See, for example, the Ontario documents cited 
earlier. 


into effect gradually. And in addition, 
the basic cash payments will be supple- 
mented by a further unconditional pay- 
ment equivalent to one percentage point 
of personal income tax and, where ap- 
plicable, associated equalization. 

As for the tax portion of the federal 
contribution, it is to consist of 13.5 
percentage points of federal personal 
income tax plus one point of corporate 
income, as well as associated equaliza- 
tion where this is applicable.* In addi- 
tion, because transfers of tax rights have 
a below-average value in some provinces, 
the federal government will make special 
transitional payments. Therefore each 
province will receive at least as much 
revenue transfer as it would have were 
the transfers all worked out on the cash 
basis discussed above (rather than being 
half tax and half cash). 

Eventually receipts from transferred 
tax room should catch up with the value 
of the cash payments since personal tax 
revenues grow faster than the economy 
as a whole, the escalator used for the 
cash transfers. During the interim period 
when the transitional support payments 
are being made, however, the wealthier 
provinces will enjoy faster growth in 
their net receipts from Established Pro- 
grams Financing. 

It is also worth noting that the sup- 
plementary cash payment (that is 
equivalent to one percentage point of 
personal income tax) and one of the 
percentage points of abated personal 
tax—both of them formally ascribed to 
Established Programs Financing~—are in 
fact the same two percentage points of 
personal income tax which, as discussed 
earlier, were traded off at the December 
meetings in settlement for the ending of 
the full Revenue Guarantee provision 
and for other outstanding issues. 

Finally aspecial arrangement has been 
devised to provide the provinces with 
cash payments under an Extended 
Health Service Program. The purpose of 
these payments (to be made on a per 
capita basis and to be escalated by 
growth in per capita GNP) is to assist the 
provinces in providing supplementary 
kinds of services in the health care field, 
such as home care or residential care, to 
complement the other kinds of services 
which in the past were financed under 
Hospital Insurance and Medicare. This 
new program updates a federal offer 
made during earlier discussions about 
methods of controlling health care 
costs; in part payments under it will re- 
place federal shared-cost contributions 


*These abatements thus include the 4.357 per- 
centage points of personal income tax and one 
percentage point of corporate income previously 
made available to the provinces for Post-Secon- 
dary Education. 


for the provision of such services to per- 
sons in need under the Canada Assis- 
tance Plan. 


A Summing Up 

If only these changes to shared-cost 
arrangements are taken into account, 
the dollars and cents position of the 
provinces as a group has improved sub- 
stantially. Counting the equalization 
payments associated with the transferred 
tax points, the federal contribution for 
1977-78 will be $924 millions higher 
than it would have been if the old rules 
had remained in effect; and the dif- 
ference will grow over time. Against this, 
at least some of the provinces would set 
the end of the Revenue Guarantee—al- 
most $900 millions in 1976—which they 
had hoped to keep operative. Thus the 
new agreement can be interpreted as 
being pretty much a saw-off. It is also 
true that the old rules for shared-cost 
programs would not always have been as 
favourable to the provinces as they have 
till now. The federal government, after 
all, had given notice of its intention to 
end the previous agreement for Hospital 
Insurance in 1980. At that time a new 
agreement placing some constraints on 
growth in the Government of Canada’s 
contributions would have been likely. 

In other ways, the new arrangements 
are distinctly more satisfactory for both 
federal and provincial governments. The 
Government of Canada now has clearly 
defined obligations for its contributions 
in support of three of the major shared- 
cost programs, and these obligations are 
the result of a bargaining process rather 
than an imposed solution. It also has the 
assurance that the provinces will con- 
tinue to maintain standards in such 
facets of these programs as portability 
and degree of coverage. 

Each province has a good deal more 
scope for defining its own programs 
without forcing them to fit exactly into 
rigid categories found acceptable by the 
federal-provincial bargaining process. 
The mixture of income taxes and cash 
payments gives an assurance of continu- 
ity and predictability in provincial re- 
ceipts and reflects the interests of both 
the wealthier and the less prosperous 
provinces. There will no longer be de- 
tailed federal monitoring and auditing 
of provincial outlays. And because there 
is no longer dollar-for-dollar federal 
matching of provincial spending, any 
progress a provincial government is able 
to make in containing the growth of its 
spending in these shared-cost areas will 
be completely, rather than half, reflected 
in a betterment of its fiscal position. All 
told, the new arrangments are an entry 
on the constructive side of the national 
ledger. 
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There is one thing that I would like everyone here to 
understand quite clearly, right from the outset: my presence 
here today, at this convention of Ay Union of Quebec Municipa- 
lities, has no constitutional implicattons, «no constitutional 
significance of any kind whatever. Not only is this my own view; 
it is the ‘only possible view...) 2 cannotienphasize ichis point: toe 


Strougay . 


I am not here to deliver a lecture on the Canadian cons- 
titution. We are faced with too many major problems--by "we" I 
mean you ladies and gentlemen, other Canadian municipal authori- 


ties and myself--for me to waste the limited time at my disposal 


talking about an irrelevant issue. 


It; is, lrrelevant,. you, see, for us stow congidenywiet wer 
the federal government has any powers in the area of urban af- 
fairs, or whether the provinces have exclusive jurisdiction, or 
whether the constitution ought to be changed. MO. Cy Wo ey Oliv. 
that these are insignificant, matiters; on the contrary, they are 
very important matters, and sooner or later, they should undoub- 
tedly be taken up by those whose task is to consider issues of 
constitutional reform. But that's what federal-provincial con- 


ferences are for, that's what meetings of premiers and cabinet 


4 ° 


ministers are for. We have not come here today to settle these 
thorny problems, and it is clearly most unfortunate that some 


people have seen fit to indulge in mini-tantrums about an 


imaginary constitutional crisis--at the expense of Quebec mayors 


and aldermen. 


VOULLUvated Me, and it Le with a preat pleasure that 
I ‘received the letter of Mayor Caseau, to come and speak to you 
today for the same reason that you invited other people: you 
wanted your membership to have an Opportunity, on the occasion 
of this convention, to obtain information that might be relevant 
to the management of local affairs. if ae the uncer .on. oO. 7aun 
organization like yours to extend invitations of this kind to 
those Who are in a position to contribute--and even more to the 
point, those who are willing to contribute--to the ongoing debate 
on such pressing matters as municipal finances, urban planning, 
the housing crisis, the land squeeze and problems of public ac- 


commodation. 


As you know, these matters are as much my concern as yours. As 
the Minister of State for Urban Affairs, and also in my capacity 
as the minister responsible for the Central Mortgage and Housing 
COnporation. L trequently, find that. you and. Ihave ‘Chings €o say 
to each other. Accordingly, I am very pleased that you have pro- 
vided me with this opportunity to share my views, and the views 
of the federal government, on matters pertaining to the cities 


and towns of our country. 


May I say that as a Canadian, as a Quebecer and as a 
French-Canadian I am very proud and very happy to be here with 
you today. You have all been democratically elected by our fel- 
low citizens, from every corner of Quebec, and you have shown 
courage and determination in standing up to those who sought to 
nigzie Yyyou, to, subject you to censorship. lt isi very much to sous 
credit that you have refused to knuckle under to those who are 
seeking to restrict freedom of speech, freedom of expression in 


this province. 


a May I also say, to reassure those who appear to be feel- 
ing seriously alarmed these days, that we have no desire whatever 
Ko impose our own views as far as urban planning goes, and 
we harbour absolutely no ambition to plan and administer the ci- 
ties and towns of Canada. That is the job of mayors and council 
bsp aan job, in fact, ladies and gentlemen, and a good 


thing too, because no one is in a better position than yoursel- 


ves to know what should be done for your fellow townspeople. 


The federal government is aware and heartily agrees 
that: municipal matters come under®* local and) provinelal, jurieodie— 
tion. The Canadian government respects, and for that matter 
works to uphold, that jurisdiction. And there is no way for my 
Mintet ryt to become involved in any form of urban planning or 
development unless directly invited to do so by a provincial 


government, or bound by an explicit agreement with the provincial 


BOvernment. 


Nevertheless, the Canadian government plays a major 
role in é€very town’ and city in Canada, for reasons which you, la- 


dies and gentlemen, understand quite clearly. 


The federal government's role in urban affairs springs 
from itsPnaturaltand@inevitable+cancernifor therquality o£, life 
in Canada--and it is a fact that the overwhelming majority of 
Canadian people live in cities and towns. In addition, the fede- 
ral government is aware that most of its policies, programs, pro- 
vects and activities are, in practice, bound to have necessarily 
some. go0rt of repercussions on the cities and towns themselves 


and on the lives of the people who live there. 


We have a whole range of programs designed to achieve 
particular objectives on a nation-wide scale that have nothing to 
do with cities directly, but which nevertheless have an inciden- 
tal impact, so to speak, on them. Examples might be our policies 


in such areas as immigration, transport, economic expansion, 


public works and a number of others. 


These policies of federal jurisdiction, depending on how 
they fs: implemented, may cause fairly far-reaching changes in 
thewvappearancemor the glitie cot ai podity.,. co ri tay pevieni,, son occasion, 
we have to admit it, create serious local problems. The tinisrry 


of State for Urban Affairs seeks to anticipate and head off such 


in 


problems. Its task is to make sure that when the federal govern- 
ment engages in activities that affect your cities and towns, your 
wishes and objectives are given due attention. It also strives 
to ensure that other federal government departments and agencies 


are aware of urban problems and take your priorities into account. 


It must also be recognized that the federal government 
owns many properties in Canadian cities: ports and airports, of- 
fice buildings, national parks, post offices, warehouses, peniten- 
tiaries, customs and excise buildings, and so on. How these 
properties are used, both now and in the future, are matters which 
ER RN a th you. Development of federal properties will de- 
finitely affect your own development decisions, such as the quali- 
ty and character of adjacent districts, the provision of municipal 
services, and the location of thoroughfares. Conversely, the type 
of devélaQpment you plan for your own land can, or better yet, must 
influence the federal government's decision on how to use and de- 


velop its own properties, especially those which may be under-used 


or no longer needed for a specific purpose. 


I could go on to list many other good reasons to explain 
why the federal government's presence is felt, either directly or 
indirectly, in cities across Canada and how it plays a very real 
role in them. “tlowever, it te Orabanty through 1ts activity aon the 


field of housing and related services that you are most aware of 


the federal presence in your communities and I would like to dig- 


cuss this in more detail. 


The role which the federal government must assume in 
the housing field is merely to fulfil, to the best of its ability, 
its responsibility to all Canadian citizens, including those in 
Quebec, to ensure, to each citizen, that they have suitable hou- 
sing at an affordable cost, as well as access to basic community 


services. 


Recent data indicate that half a million new housing 


units have been constructed in Quebec during the last ten years, 
This represents capital expenditures of $10.8 billion, $5 billion 
of which has been financed under the National Housing Act, in- 
cluding $2 billion through direct investment by CMHC. Last year, 
45 per cent of all new construction in Quebec was financed in 
this manner. In the field of municipal infrastructures alone, 
federal wssistance.o£$ projects currently »under way ,exceeds $2156 


md dei.6 1.. 


In response to the substantial rise in housing costs, 
the federal government has taken measures to help all Canadians, 


particularly those in greatest need, to obtain suitable housing. 


¢ ¢ 


I am not telling you, who are municipal administrators, 


anything new when I say that federal programs in the area of hou- 
sing and assistance to community services have a direct bearing 
on Ryda eels eae and planning of towns and cities, the redeve- 
lopment of ageing neighbourhoods and the provision of municipal 
and community services. In many cases, for example, revitalizing 
old neighbourhoods, increasing land-use density and using mixed 
zoning have proven to be logical ways of alleviating some of the 
difficulties associated with urban sprawl and of lightening the 


financial load of Canadian municipalities. 


I should point out in this megard. that sagsistance: pro— 


grams for neighbourhood improvement and renovation of existing 


housing stock have been well received in Quebec. 


Since these programs were instituted, the Central Mort- 
gage and Housing Corporation has committed nearly $59 million 
to neighbourhood improvement projects in 56 areas. Over the past 
three years, the program has financed the renovation of 3,350 
housing units, representing a total of $19.5 million. Projects 
like these are encouraging,and the initiative, I would like to 
say it, rest entirely, in first place, wythetheemun icin tes 


and the province. 


I am currently examining whether it would be more ad- 


vantageous to continue the Neighbourhood Improvement Progran, 


which under the National Housing Act, must end in 1978, or whether 
it» would not be simpler to make the Residential Rehabilitation 
ASSistance’ Program (RRAP) universal, that 1s," extend it’ to® all 
municipalities and neighbourhoods in Canadian cities. I would 


appreciate hearing your views on this in the coming months. 


Our new program of municipal grants is designed to 
greatly assist municipalities and neighbourhoods by providing 
rUVGceewitan yor.are ate Complete I1b@rty, touse as*you-see rit } 
dependine son your prioritiess:” Under the* terms of? this’ programs 
as you are aware, MuUNLCapaltties* areet entitled -toerecetvyetans it ?Goo0 
grant from the federal government for each eligible housing unit 
Which is’ built. °"The’ federal government’ has alréady contributed 
meexrces so Obes j0¢MiTTLen* ro Quechee ts"*muntetpalicies. --ClearPys 
PraseproprameisVa success, /andYitcan asstirée you *that we “have. mo 


MeeuL Lone ol dreccnringing ?@ itt 


Pemuse .eonfess, “however, to be“perfectly frank with you, 
Gir Bate =Situatrom 1s not as “rosy * with regard *to -tne*orher ass ie— 


Ganee 2prorrame shor “rouging “and »smunictlpaltttes. 


Poach Sycarr erie federal ove rome. ‘earnark’s mi ions oF 


doPlars “for *notsing* nunicd pal tinfraseruct une’, ‘Yand -a'sse mb y? ‘and 


od 


Omier “royectus sar tive’ I rowiere e ror “Gire Wet 


At the beginning of this year, as in the past years, we 
wrote, tor Quebec City, tio; inform Official ssthere, ots the fPedera. 
funds available and of our desire to work closely with them and 
the municipalities to implement projects long-awaited in the pro- 


vince. Discussions are still going on. 


Not only are the funds allocated for this year practi- 
cally untouched, but we still have $102 million, in funds previous-= 
ly .committed.for public housing dn, Quebcc., Dhat money, was, ear] 
marked for use in projects which we have agreed to finance under 
the Natjonal Housing Act, but it has not been used. Of that 
figure;,$5/ million,is~slated foryprogects which Wave, been appre] 
ved, though construction has not yet begun. Another $45 million 
is,destined for;,projects, which we arc,anxious, to, approve, knowing 
as we do the pressing need to provide housing for the elderly and 


for low-income families in the Province of Quebec. 


In L922 the allocated public Nousing budget for. Ouebec 
1S op S09 OL me Lor. So far, commitments have been made for only $8 
million and these relate,to.loan increases, fior projects from pre= 
vious years. Recently I was informed that the Quebec Housing 
Corporation has approved a $60 million program for the construc- 
tol O My [Osby eee iO Oy emit ay. Apparently the plans are in the final stages 
of approval; I do not know when we will receive applications or 
what form they will take. I hope we will it eae NOP ar for 


the remainder of the funds allocated but my hopes are not high, 


for it is already the end of September. 


Thee1977, budgee fore non-profit, housing d's, $77, million. 
So far, of that $77 million, only one $20 million program has 
been approved; it is now under way through the Corporation d'Hé- 


bergement du Québec. 


Similarly, CMHC has received no requests from Quebec 
for funding under its Rent Supplement Program, which is designed 
to help low-income people by gearing their rent payments to their 
incomes. Under this program, the federal and provincial govern- 
ment share, on a 50-50 basis, the subsidy which covers the diffe- 


rence between the rent paid by the tenant and the actual amount 


of -Eenit. 

The federal government's current budget for municipal 
imeteastEuctumet projects in’ the province ts §99.5 million. ‘Of 
Phas only. $00 million has been committed so cjfan.asA’ major initia. 


tive, the $60 million Montreal Urban Community water treatment 


Pio Leous sts Gta. being discus sed. 


Finaliy, $38.2 million has been set aside for land as- 
sembly. Only two projects are under consideration and the like- 


lihood of a commitment seems slim. 


-ll 


The examples I have just outlined illustrate that a 
great deal of federal money is available to Quebec this year, as 
it has been in past years. And yet only a small proportion of 


those funds has been used. I find this regrettable. 


The present Quebec government would like the federal 
government to lend it enormous sums of money so that it could then 
turn around and lend these sums to the municipalities and to non- 


profit organizations. 


oh es The federal government finds this proposition quite unac- 
ceptable. It cannot act as banker for a province. This would moc 
make sense, since a loan cannot be considered a transfer of funds. 
Quebec itself is free to make loans for housing on the capital 
market. "Why doesn’ ¢” it do so? 

Obviously, it would be much more convenient to use funds 
from Ottawa “for “programs which would be attributed to’ Quebec ala-— 
ne. Given the current political situation, in which some peovwd 
are questioning the validity of the Canadftan Confederation and 
would have one believe that the federal government serves no use- 
ful purpose, I personally am not prepared to allow federal funds 
to be invested in Quebec, unless the pecple of Quebec are tniormed 
of the federal government's contribution to the housing projects 


Linv.Ouev eld. 


ee ey 


Nevertheless, the federal government has the responsibi- 
lity that each level of government eel whether Jt. be. federal, 
provincial or municipal, to efficiently use the funds received 
by the taxpayers, who are exactly the same people for you, for the 
provincial government and for us. This*adulyyY this necessity s*V ou 
have before your municipal council to ensure the rational 
administration and utilization of funds that you have raised 
from your taxpayers is a responsibility that exists equally for 
uS at the federal level. ‘And, it prevents us from complying 
with the Quebec government's demand to make out a blank cheque 
and from giving this global sum to the province. I would like to 
Say, however, that I understand and accept the opinion of the 
provincial government that the housing funds should be spent for 
provincial objectives following their neh on OLtpricriey. There 


isenolobjectiontto this: 


However, we must discuss the matter, reach an under- 
Puamding, and, above all, take action, for I do not wish the 
Domes on. vocabed to Quebec toybe forfeited asa, result,.of), the ur 


not having been used. 


I am aware that one of your prime concerns is municipal 


finances. Rest assured that I share this concern. 


We want cities that are financially sound, where tax- 


payers share an equitable tax burden and, at the same time, 


ee 


benefit from adequate community services. As 1 stated in Edmon- 
ton carly in the year and more’ recently in Waltraxy ‘where eee 
the pleasure of meeting with provincial and municipal represen- 
tatives during Intereovernmental Giscussio0ns, (che tinistry de 
seriously looking at the problem. It has even submitted a pro- 
posal*that the federal” government Is Currently studyine. “We 
know that financial problems are Tet” 2S acute wn Some, cities ae 
they are in others, that in certain places citizens are over- 
taxed™ind that’ you" tanhot increase the Servicesathat fare vaca 
ded. On “the other hand, (in ‘Other Places mune L pal pt ces ae 
perhaps not. so high, boc? services” Veuve’ something £0 be Wwesirean 
We want municipalities where the cost of development 
and services 2S equitably drst rt (outed s1moneg alle tne annape eon toe 
We want to “contro. urban sprawl, Which Cnn bles Some ol pizens to 
dedge a city !s ‘taxes but continue to benetrc from Ves services 
and facilities. “We ton’ t) want to repeat the Pormata that drove 


NewYork Ci cy to finawe lad  Wisas Cex, 


Municipal Fingnices Ao a PELOrioy Tor, we, fade 
much of my time to this very important matter because I consider 


that if ts 2, wmateer, of Common sccnse. 


Since” your responstbilities in the municipalities have 
grown, it ,isdnormalothat! yoursfinantial®* responsibilities" are of 


more importance too. 


<a eee 


Srl ys ee 
Peraouusiys | think tt as Popical that you called 
aAethe Minister of State for Urban Atfairs to discuss and help 


in finding a solution to the ambiguous problem. 


We all apree that we want cities where we can live in 
ferety and where wo can Iive productive, fultilled lives. Together 
, 


Viiwst ensure that our cities and their conmunication lLinks-- 


air, rail and highways--serve us well for a long time to come. 


We want cities which do not waste our resources, 
Paceicurarly our non-renewable energy resources. We know that 
wesmust improve considerably the heat=retaining capacity of our 
homes, commercial buildings and factories and the effictency 


° ° 


Sieour public transit systoms. 


Wer want cities with plenty of sun and green Space== 
cities where the natural environment has been preserved. Our 
Sroues must be solidly built and their sewage must be adcauavely 


treated before it is discharged into our lakes and rivers. 


We want cities where justice, peace and respect for 
Siners preva lil ; The immediate surroundings, that L155 the tome, 
the neighbourhood and the community services available in our 
Citas. Getinitedy exert an intluence (on the social behav pou af 
PddVvidua ts . Assisting home renovation and providing affordable 
housing for low-income people and good community services and 


Paci Lities will] certainly help to create a more balanced 


environment and reduce disparities. 


We want cities protected as much as possible from natu- 
ral disasters such as flooding and landslides. We must therefore 
take great ‘cane in deciding on the location of new development 
pro} ec tse wbuialiddings: aivdiefacd1ities:-and Cest. the vulnorabi aes 


of. con SOrnucti6 nw maiter Laks. 


We. want. cities that are not in themselves inflation 
mechanisms. In, certainn places.” for example, Ancreases in one 
cost.of, housing andnother; services cany be reflected tnybpoen Wage 
demands and business costs; these increases may then be passed 
Cn,to, the, country Byentare! populseione 

This, ladies and gentlemen, majors and municipal coun- 
cillots jor (QUebed ya hs ewhiptl hwantede ro aay  Conyou. bf have tr led 
towdescribhe,;ugbancheadl botas tas wwe) pene (tem at (Clear iie ee ams 
Level, and ,.to explain what werin tie federal ppovernments incend 
to do .a0 (keep dp—to-adat ep niwi thoue Mintriudrn se upon your (province pa 
ov MUN Taipal oj idisedichlows atolls us what we can contrd bite wsiween 
your “comopéerat tan. T am convinced that our objectives coincide 
with yoursvand, that we idamcworkifropgerieartror the well—being "of 


the »rresd demtis sof coum cows iand tc ptdc sk 


If I may summarize my thoughts for you, here is what 


¢ 
¢ 


the federal governments ae fsaly ing: “We thal byw Galiize that. by 
Lorce, of circumstance, wer airei (present! Giayqgoun cities and: that it 


is not,dm the best interests of Canadians tta@t we withdraw from 


aEG 


them. Pirie cite. we redbaczoernat te irs yor" 6he-provincial and 
Prec ale reader sy whovare Che linmal ‘authority on maer era of wirban 
ana recronal development <ind-Tocal ‘admintistratron#/?°Pte “Ced@ral 
government, too, has AneOmLrp agony, Co be a good) urban citizen. 
Gan we not sit down at the same table, discuss the problems we 
Siren aond together work ,out realistic solutions? Can we not apply 
Mirosem solutions: in avconcerted manncr, cach doitig our part in our 
Owes Tiere: Of jurisdiction and in the best \interest.s of our res- 
Pai veataxpayors, (Let ws not forget that, in the final anadlveds , 


woul araw On One and the same source and that we must add. serve 


ritemcame taxpayers.” 


PoeacknowLedec “this tact Ls nok. to abdleate one = res 


Pomp iltties Or to make concessions, constitut Lonalvwor Gtbervise, 


Weenie contrary, it is to fully assume one’s responsibilities. 


Some Of you are mo doubt familiar with the classic de- 
tiaration made by the ancient Athenians, which reads: in Substance 
wo! Ol Lows : 

Qiemehalli never bring dishonour or intamy son this peys. 
Deon sent for the wdemls of this ofty taand ald that, Tt hold. 
Svered: we Shall vénerate its Laws and obey them; we shall never 
Pine eip oar efforts to intensify its citizens” feelings of civic 
duty; in doing so, we may be able to leave our descendants a city 
that issbieger, better andamore boautifal than “it was when m6 cage 


. W 
H\E@ WU IneVievels 


#3 
ews 4 


Allow me, .ladies and gentlemen, mayors and, aldermenss to 
tell yauyohat cbt yis my ,car rest shopag) to he sable ccom helo you hand 


down, jo peste nhoy ya igkty ywhieh Wee cbGen or reels som peice 


, ey . 
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